AX 
fi 


aid had liad 


eee 


VFO WERT IF 


“DEVOTED TO” SCIENTIFIC “INVESTMENT ___ 


We Investment Methods of a 
Millionaire 


By G. C. Selden 





Intimate Talks on Securities 
By Richard D. Wyckoff 


You and Your Money 


How Much Risk Should an Investor Take 


By Frederick Lownhaupt 





What is Can Common Worth? 


The Day of the Small Investor 
By William T. Connors 


Methods of a Successful Trader 


Bond Buyer's Guide Traders’ Department 
Bargain Indicator on Stocks Essential Statistics 
Investment Digest Situation Summarized 























25 ae I fi 
tna o4 


er eheeene ee see ee ee ee it 


“ose* SEPTEMBER, 1912. = R00 
THE MAGAZINE OF WALL STREET 


U. S. EXPRESS BUILDING, 2 RECTOR STREET cry a 
VOL. 10 NEW YORK . No. 5 





> 
LDR AR AAS RN AANA AN TANT ANT AUTANT AN TONTANOT AVIAN A TAN TANTONTECTANTANTONION ANTON AN ANTONIA BY 
> Pe ee . , . ee > : of 


“ge -~ 











THE MAGAZINE OF WALL STREET. 


























“JUDGING SECURITIES” 


A booklet written by our Statistical Department and sent on request, 

which is of exceptional interest and value to investors 

The purpose of this booklet is to assist the investor in de 
termining the value of a stock or bond for himself. 

It tells what the primary considerations are in judging a 
security—what questions a man should ask himself before 
he buys. 

Without being technical, it explains the items found in 
a balance sheet and an income account (such as contained in 
annual reports) and enables the investor to figure out and 
understand a corporation’s financial condition and earning 
power. 

The booklet is interesting and instructive, and will be 
sent without charge to those who request it. 

ANALYSES RECENTLY ISSUED BY OUR STATISTICAL DEPARTMENT 

A—READING & SEGREGATION. A clear statement of the po- 


sition of Reading stockholders in the light of a probable distribu- 





tion of the company’s “outside” assets 
B—LEHIGH VALLEY RAILROAD. A calculation showing 


clearly the real position of the road as regards earning its divi- 





dend this year. 

((—LEHIGH VALLEY COAL SALES CO. A comparison with 
the D. L. & W. Coal Co., showing a striking similarity in earn- 

ing power. D. L. & W. Coal stock is selling around 400, Lehigh Val- 

ley Coal Sales around 255-260 

[)—ALLIS-CHALMERS. A calculation indicating the value of the 
new stocks. 

|}. —REPUBLIC IRON & STEEL. A review of its operations, giv- 


ing an accurate and more complete income account than that in 











the company’s own report. 

J}*}—ILLINOIS CENTRAL. A discussion of the effect of the road’s 
many adversities upon its dividend prospects. 

(G—UNITED STATES RUBBER. A criticism of the financial 
plan and a forecast of the earnings on the stock next year. 

H —BALTIMORE & OHIO. A study of the road’s progress dur- 
ing recent years and its prospects. 

| —AMERICAN CAN. A light thrown upon the true values of the 


preferred and common stocks. 














Any or all of the above will be sent on request to those interested. 


EASTMAN, DILLON @® CO. 


Members New York Stock Exchange 
Investment Bankers 


71 BROADWAY . - NEW YORK 
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Investing for Profit 


A Review of General Principles and Practical Methods 
By G. C. Selden 


[This series of articles is intended to lay before the reader, in a brief but fairly 
comprehensive form, the outlines of the basic principles which must underlie all ef- 
forts to invest for profit, as distinguished from pure speculation on the one hand, and 
on the other hand from investment for income only. This branch of investment has 
been but little discussed, as most writers have turned their attention either to the field 
of investment for income only, or to the study of the merits of individual securities.] 


II— Distribution of Investments for Protit—Methods of Marshall Field— 
Classes of Securities to Be Selected 


NE of the standard warnings com- 
monly given to the investor is 
that he should never “put all his 

eggs in one basket.” On the other hand, 
Andrew Carnegie, who may be supposed 
to know a thing or two about investment, 
has revised this adage to read, “Put all 
your eggs in one basket and then watch 
the basket.” 

Mr. Carnegie has the very great ad- 
vantage of having made a phenomenal 
success of his method, but it is to be ob- 
served that he did so by watching the 
basket very closely indeed. He did not 
set the basket on a wall and say, “That 
looks pretty safe—I’ll just step over in 
the back lot and pick a few strawberries.” 

None of that for canny Andrew. He 
hung onto his basket with both hands. 
Not even a circus parade could distract 


his attention from that precious basket. 

The ordinary investor does not have 
the opportunity of watching the basket 
as carefully as it needs to be watched if all 
the eggs are to be put in it. An example 
of this occurred some years ago when a 
large part of the funds of the Johns Hop- 
kins University was invested in Balti- 
more & Ohio stock. Undoubtedly the 
trustees of the university thought they 
knew the situation of that railroad and 
that the investment was entirely safe. 
Yet Baltimore & Ohio went into the 
hands of a receiver and the work of the 
University was for a time seriously 
crippled. Fortunately the embarrass- 
ment of the company was only temporary 
and after reorganization it soon regained 
its former standing. 

As a general rule, therefore, it is de- 
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cidedly better for the investor for profit 
to distribute his holdings among a num- 
ber of different securities. This dis- 
tribution will ordinarily come about in 
an entirely natural way, as the investor 
sees first one opportunity and then an- 
other of which he wishes to take advan- 
tage. When a certain amount of his capi- 
tal becomes available for reinvestment, 
he begins to look for a suitable security 
and it will usually not be long before 
something turns up suited to his purpose. 

The average man will not care to in- 
vest all his surplus funds for profit; he 
will wish to hold part of them as a sort 
of reserve by investing that part for 
safety only, without consideration of any 
possible profit above ordinary interest 
rates. 

An excellent plan is to divide your 
capital into two equal parts, a “reserve 
fund” and a “profit fund.” The reserve 
fund is permanently placed with a view 
to safety of both principal and income. 
The investor does not expect to en- 
croach upon this reserve fund unless in 
case of unexpected disaster, illness, or 
something of the sort. 

In placing this reserve fund, interest 
returns will receive but very little con- 
sideration. The investor will expect to 
get only the current rate of interest 
available in cases where the element of 
risk is so far as possible eliminated. At 
present that rate would be four to five 
per cent. 

Standard bonds and mortgages afford 
a natural outlet for the investment of 
such a reserve. For those not wishing 
to assume the responsibility of arrang- 
ing and managing an ordinary real es- 
tate mortgage, guaranteed mortgages 
are easily available. Any good bond 
house will recommend a suitable list of 
conservative bonds. For small sums, 
the savings banks and good local build- 
ing and loan associations are often the 
most convenient. 

With one-half of your capital thus se- 
curely provided for, you are then free to 
invest the other half so as to secure, if 
possible, a profit in addition to ordinary 
interest. As such profits accumulate 
you will transfer half of them to your 
reserve fund, so as to keep the propor- 
tion between your two divisions about 


equal 
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You are not warranted in taking any 
more risk on profits than on your orig- 
inal capital. It seems to be a common 
failing to risk profits in some highly 
speculative venture where the investor 
would not have thought of placing his 
original capital. There is no logic in 
this. All money is alike, no matter how 
you come by it. 

The next question is, how shall the in- 
vestor distribute that part of his fund 
which he set aside to invest for profit? 
Shall all this be put into stocks, or some 
into bonds? Shall he divide it between 
preferred and common stocks, or be- 
tween railroads and industrials, or in 
some other way? 

It is of interest to see how some of the 
men who have accumulated great wealth 
through successful investment have di- 
vided their capital. An instance of 
special value is found in the investments 
of the late Marshall Field of Chicago. 
He was one of the wealthiest merchants 
in the country and was well known for 
his safe and conservative methods of do- 
ing business and of handling capital. 
He died suddenly, leaving his invest- 
ments just as he had arranged them in 
the expectation of continued activity. 
A careful study of his estate was made 
by E. S. Meade, of, the University of 
Pennsylvania, and is on record. 

Mr. Field’s investments totaled over 
$43,000,000 and were as shown in the 
table. herewith: 


Marshall Field’s Investments. 
$4,301,378 
Open accounts 9,280,084 
Syndicate subscriptions 1,616,450 
Notes: 
High grade commercial 
paper $1,500,000 
Miscellaneous notes... 818,269— 2,318,269 
Bonds: 
Gov., State and munici- 


1,502,000 
928,000— 6,790,500 


400,000 
3,291,950 


Public Service 
Industrials 
St 


ocks: 

Marshall Field & Co... 

Industrials 

Railroads 

Public service corpora- 
tions 

Banks and trust Cos... . 

Miscellaneous ......... 


809,510 
891,000—18, 160,310 


Grand total $43,069,524 
The open accounts resulted from his 
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business connections, being almost en- 
tirely composed of a debt of Marshall 
Field & Co. and of money advanced to 
the Field Museum. The syndicate sub- 
scriptions were the leavings of various 
underwritings, and have no special in- 
terest for the investor. 

The investments in bonds were all of a 
highly conservative character. It will be 
noticed that only a small amount of in- 
dustrial bonds were included, and the 
quantity of municipal bonds was still 
smaller. The first were evidently 
avoided because of undesired risks, and 
the second on account of the small yield. 

The investment in Marshall Field & 
Co. was of course of a special character 
and was undoubtedly profitable. The 
other industrial stocks were all those of 
prosperous companies and were prac- 
tically all dividend payers, with the ex- 
ception of $1,494,000, which was equally 
divided between the preferred and com- 
mon stocks of certain of the newer in- 
dustrials. These were evidently the 
leavings of syndicate subscriptions, and 
it is probable that the common stocks 
cost Mr. Field but little. Some of these 
companies have since become very pros- 
perous, but others, such as American 
Can, Corn Products and Railway Steel 
Spring, have yet to prove their perma- 
nent dividend-paying capacity. 

The investments in railroad stocks 
were divided between the preferred and 
common stocks of eighteen of the prin- 
cipal railroads of the United States. 
Nearly all were dividend payers. 

His public service corporation hold- 
ings were mostly of Chicago Edison and 
of the Chicago Elevated Railways. It 
is highly probable that these were se- 
cured by participation in the original 
underwritings. 

Holdings of bank and trust company 
stocks were relatively small but highly 
profitable. Probably many of them were 
acquired years before, and under more 
favorable conditions than such purchases 
could now be made. 

If we eliminate, so far as possible, Mr. 
Field’s direct business and personal re- 
lations and his participations in under- 
writings, we find about half his fortune 
invested in commercial paper and in rail- 
road and industrial stocks and bonds, as 
follows : 


FOR PROFIT: 245 
Commercial paper......... $2,318,000 12% 
Railroad bonds ........... 3,888,000 21% 
Railroad stocks ........... 8,336,000 44% 
Industrial bonds .......... 928,000 5% 
Industrial stocks .......... 3,291,000 18% 
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But a part of the industrial common 
stocks were doubtless acquired at merely 
nominal prices. 

Of course, no profit above interest was 
expected on the commercial paper and, 
in view of the character of the bonds in- 
cluded, this statement was evidently true 
of nearly all of the bonds also. Bonds 
can be selected which contain a possibil- 
ity or probability of profit in addition to 
interest, but hardly any bonds of this 
character were found in the Field Estate. 

On the other hand, it is highly prob- 
able that Mr. Field hoped for a natural 
increase in value in addition to interest 
on nearly all of the stocks which he 
owned. The growth of the country 
would tend to bring this on the railroad 
stocks, and the industrials were of a 
character to indicate this expectation on 
his part. 

We may say roughly, then, that about 
38 per cent. of the above investment fund 
was placed with a view to interest return 
only, while the remaining 62 per cent. 
contemplated also the probability of an 
additional profit. Such a distribution of 
investments was conservative for a man 
of Mr. Field’s wealth. Undoubtedly 
most millionaire capitalists place a larger 
proportion of their money in more specu- 
lative channels. Perhaps they are in- 
duced to do this by the feeling that even 
if the whole of any investment should be 
lost they will still have plenty left. 

For the small investor the conservative 
course is the only safe one, and he could 
scarcely go wrong by imitating the gen- 
eral plan followed by Chicago’s most 
successful merchant. 

In considering this question of dis- 
tribution of investments for profit, it may 
be asked whether there are certain lines 
of business which should be favored and 
certain others which may well be avoided. 
Are the opportunities better in some 
kinds of business than in others? 

There is room for a great deal of 
shrewdness and of judgment in the in- 
terpretation of public tendencies, wants 
and tastes. Bell Telephone is the com- 
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monly mentioned example of a stock 
which could have been bought for a song 
by the investor who was far-sighted 
enough to see the possibilities of the in- 
vention. The telephone was at first re- 
garded as merely a curious toy. The man 
who then foresaw its general business 
use would have been esteemed a wild and 
visionary enthusiast. 

Doubtless never a year passes by with- 
out the appearance of extraordinary op- 
portunities for the investor who can 
combine sound judgment with an active 
imagination ; but those having this com- 
bination of talents are very few, and most 
of the so-called investments whose pro- 
moters appeal to the imagination result 
in disaster to the holders of the securities. 

As a general thing it is best to stick 
to established companies and avoid pro- 
motions. It is the rule rather than the 
exception that a new business enterprise 
has to go through receivership before 
getting on a permanently sound basis. 
“Getting in on the ground floor” is apt 
to prove a gamble. 


The ordinary investor for profit should 
either avoid mining enterprises entirely 
or put into mining stocks only a small 


fraction of his capital. This is because 
there is always doubt as to the future of 
a mine. Its assets are hidden away in 
the earth where they can only be guessed 
at. 

An exception should perhaps be made 
of the porphyry copper companies, whose 
ore lies so close to the surface of the 
ground that it can be estimated with con- 
siderable precision. Coal mining also is 
on a different basis from the precious 
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metals, as some of the big companies 
have such extensive holdings of coal 
lands that supplies are secure for many 
years ahead. 

Transportation stocks are especially to 
be recommended to the investor for 
profit, because it is usually not very diffi- 
cult to form some idea of the probable 
growth of the territory in which they are 
located. A new country, with great 
natural resources, is bound to develop as 
population grows, and for that reason the 
securities of its best transportation com- 
panies will have good prospects. On the 
other hand, in the older sections the 
greatest growth will be in industrial en- 
terprises, as transportation has already 
been well provided for. 

Among industrial companies, the 
stocks of those whose products enter 
into wide and general consumption are 
to be preferred to those manufacturing 
articles for an exclusive trade or for a 
few large consumers, as the latter will be 
more subject to the caprices of fashion, 
to interference by new inventions and to 
the ups and downs of business activity. 

Public service corporations, such as 
street railways, electric companies, gas 
and water companies, etc., are, like trans- 
portation companies, subject to the 
growth of the communities in which 
they are located. In the past they have 
sometimes suffered from unexpected 
competition, which had to be either met 
or bought off. That era is undoubtedly 
past for good and municipal control is 
now the chief danger to profits. As a 
rule, however, it may be assumed that 
such control will be reasonably exercised. 


(To be continued.) 





of his study and experience. 





“Every success represents the result of concentrated energy— 
the working out in a practical way of a dream—an ideal. 
financial success a man must learn not so much to work for money 
as to make money work for him, and to practically apply the result 
The smaller his capital the more es- 
sential it is that he make his money work effectively.” 


To gain 











Forecasting the Market From Graphic Charts 


By JAMES H. BROOKMIRE 


[The interpretation of statistics by the aid of diagrams or “graphics” is becoming 
more and more generally recognized as an important help to the investor and the busi- 


ness man. 


The following article explains both the philosophy of the subject and its 


practical applications, in an unusually clear and interesting manner.] 


HE judgment of the most mature 
and experienced financier is val- 
uable in proportion to his knowl- 

edge of the trend of the fundamental 
factors which determine business con- 
ditions. These fundamental factors 
are mainly three: Politics, Crops, and 
Banking Credit. 

Of these factors the basic or con- 
structive influence is crops, for the 
amount of soil productions determine 
the extent of business expansion. Min- 
eral products also come from the soil, 
but since the extent to which iron and 
copper may be used in transportation 
and other lines of business varies di- 
rectly with the amount of farm prod- 
ucts to be transported and exchanged 
for other goods, crops may be said to 
be the basic, or positive, fundamental 
business factor—the fountain-head of 
business prosperity. 

Banking credit is a prime necessity 
in the development of basic industries, 
but plentiful money cannot of itself 
cause a rise in the market, being 
merely a passive influence while the 
market advances. In the course of 
business expansion, however, drastic 
liquidation of securities will always 
take place whenever banking credit be- 
comes over-extended. Banking credit, 
therefore, is a negative market factor, 
in that it limits the extent to which 
security prices may rise. 

Politics is not a constructive market 
factor, but may be either destructive 
or remedial; destructive when ill-ad- 
vised measures depress the market, and 
remedial when a political measure re- 
moves an abnormal or artificial barrier 
to the natural progress of the country, 
which invariably means a rise in the 
stock market. 

Summarizing, crops are the positive 
or constructive market factor, banking 


conditions are the limiting or negative 
factor, while politics is, so far as the 
markets are concerned, a necessary evil. 

Now having examined the nature of 
the fundamental factors which every 
successful student of the market must 
understand, we may ask: What is the 
function of graphic charts in forecast- 
ing the market? The answer is, they 
are the most useful means of visualiz- 
ing the present trend of those funda- 
mental conditions, a knowledge of 
which is indispensable to everyone 
whose success is in proportion to his 
accuracy and ability in judging and ad- 
justing his business to future condi- 
tions. 

In this connection it may be men- 
tioned that the use of charts is possible 
only where statistical information is 
available, and since an understanding 
of political influences can be arrived at 
only by a study of history and an ap- 
preciation of current public opinion, 
statistics and cartographical devices 
are of inconsequential aid to an intelli- 
gent interpretation of the effect which 
future political events will have upon 
stock market prices. 

In case of crop statistics, moreover, 
the value of charts is restricted, for 
crops are a general influence, and the 
student of the market can best ascer- 
tain the effect of good or bad crops in 
causing business to expand or contract, 
respectively, by consulting charts of 
such particular indexes of business 
conditions as Bank Clearings, Railroad 
Earnings, Pig Iron Seeduaiinn and 
Prices, Commodity Prices, Imports and 
Exports, Building, Failures, and Immi- 
gration. 

Bank clearings are perhaps the best 
index of the volume of business in the 
country—although it must be remem- 
bered that part of the increase in bank 
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clearings at the present time is due to 
the advance in prices caused by the 
increase in the world’s gold production. 
Thus, if clearings should increase 10 
per cent. during the coming year, it is 
probable that an increase of say 3 per 
cent. might be due to an advance in 
prices, leaving an increase of only 7 per 
cent. in the actual quantity of goods 
handled. This same caution applies in 
the use of any other item representing 
an aggregate value, such as railroad 
earnings, imports and exports, or build- 
ing expenditures. 

But the student of the market will 
find that any one of these single line 
charts by itself has limited use as a 
forecaster of the trend of market prices. 
It is fortunate, however, that upon 
comparing the graphics in the pig iron 
chart with a chart showing the trend of 
stock market prices, we find a depend- 
able relationship of cause and effect, 
an understanding of which is of great 
value to the investor. This relation- 
ship may be summarized as follows: 

1. When both the prices and produc- 
tion of pig iron are at low levels, a bull 
market is in prospect if politics is not 
disturbing. 

2. When pig iron prices rise per- 
pendicularly to high levels, a decline in 
security values is imminent. 

Similarly, each other business index 
mentioned above could be shown to 
have a certain relationship with the 
trend of security prices. 

The idea here suggests itself that if 
each factor is a good business barom- 
eter, a combination of all would be 
more dependable than any one. Let us 
therefore take an average of all the 
items representative of business condi- 
tions and plot the result on our chart. 
This line we will call the Business 
Graphic. We find that when crops are 
good, politics favorable, and money 
easy, this line moves upward on the 
chart, and, what is more important, 
that in every case the line representing 
security prices moves upward from 
three to six months in advance. 

Upon looking further, however, we 
find that the Stock Market Graphic 
falls rapidly before the Business 
Graphic has attained its greatest 
height. There is something lacking in 
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the chart. We must add a third 
graphic which will show why stocks 
are liquidated when businéss is most 
prosperous. 

The question is: What causes this 
drastic liquidation of stocks when bus- 
iness prosperity is at its height? The 
failure to understand this was what 
caused the downfall in Wall Street o! 
both John W. Gates and H. H. Rogers. 
The explanation is as follows: 

During the course of business expan- 
sion, business men ask credit from the 
banks. Presently banking credit be- 
comes extended beyond the legal limit, 
and if business prosperity is to con- 
tinue, the banks must find a way to 
provide merchants and manufacturers 
with funds. But on account of our de- 
fective banking system, it is impossible 
to rediscount commercial paper, so that 
as a last resort banks obtain loanable 
funds by selling their security holdings 
in the market. It is during this sacri- 
fice sale of securities that the large 
speculator or the small investor alike 
loses his fortune. Yet such loss is 
avoidable, for by watching a simple 
chart one can tell months in advance 
when this drastic liquidation is likely 
to come. It is a notable fact, however, 
that in the midst of prosperity people 
are so optimistic that they close their 
ears to predictions of danger impend- 
ing, not wanting to hear what they 
hope will not happen. 

We will proceed to add our third 
graphic to the chart and call it the 
3anking Graphic. In constructing this 
graphic it is possible to use either a 
single item or an average of several 
items representative of money condi- 
tions. Probably the best individual in- 
dex of banking credit is the chart show- 
ing the ratio of loans to deposits, for 
as business expands the loan item tends 
to gain on the deposit item. Any in- 
crease in this ratio indicates a weaken- 
ing in the banking situation, and when 
banks are weak they sell securities. 

In every case since 1884 where the 
percentage of loans to deposits has 
risen extensively, stock market prices 
have declined ruinously, which sug- 
gests that this chart is an excellent, if 
not an absolute, guide to the investor 
in securities, 
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For the purpose of our chart, how- 
ever, we will construct the Banking 
Graphic, as we did the Business 
Graphic, by combining several items, 
viz.: Percentage of Loans to Deposits, 
Percentage of Reserves to Deposits, 
Banking Reserves, Loans, Deposits, 
and the Rate of Commercial Paper. 

The following is a complete classifi- 
cation of the items averaged in the re- 
spective graphics of the Composite 
Chart as I use it: 


I. Stock Market Graphic. 
1. Prices of 20 Leading Railroad 
Stocks. 
2. Prices of 12 Leading Industrial 
Stocks. 


II. Business Graphic, representing the 
Positive Market Factors. 

Bank Clearings. 

Railroad Earnings. 

Pig Iron Production and Prices. 

Commodity Prices. 

Imports and Exports. 

Failures. 

Building. 

Immigration. 
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Banking Graphic, representing the 
Negative Market Factors. 

Banking Reserves. 

Loans. 

Deposits. 

Rate of Commercial Paper. 

The Percentage of Loans to De- 
posits. 

The Percentage of Reserves to 
Deposits. 
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Having plotted the Banking Graphic 
upon the chart along with the Stock 
Market and Business Graphics it is no- 
ticed that it descends below the middle 
of the chart as the Business Graphic 
ascends above the normal, showing 
that banking resources are drawn down 
as business expands. When the Bank- 
ing Graphic indicates over-extended 
loans, the Stock Market Graphic rap- 
idly descends, reflecting the forced sale 
of securities. When the Stock Market 
Graphic reaches “bottom,” the Busi- 
ness Graphic rapidly falls, indicating a 
reaction in business to be followed by 
business depression. The relationship 
of business, banking, and the stock 
market is shown clearly in this chart, 
which we will call the Composite Chart 
of Fundamental Conditions. 

We are now in a position more fully 
to answer the question: What is the 
function of graphic charts in forecast- 
ing the market? For in the Composite 
Chart, the rise in the Stock Market 
Graphic forecasts business expansion, 
the fall in the Banking Graphic fore- 
casts security liquidation, and the fall 
in the Stock Market Graphic in turn 
forecasts business reaction and depres- 
sion. The one fundamental which the 
chart does not forecast is politics, so 
that the investor must consider this 
separately when the chart shows thai 
a bull market is possible if politics per- 
mits. Disregarding crops and politics, 
however, when the Composite Chart 
shows that banking credit is over-ex- 
tended, a decline in security prices has 
got to come. 





Points On Bank Clearings 


1. Large bank clearings represent activity in general business and 


small clearings represent stagnation. 


2. A high ratio of loans to deposits represents a money strain—in- 


flation. 


3. A low ratio of specie to loans represent an unsound foundation. 
4. A high ratio of loans to deposits in conjunction with a low ratio 
of specie to loans is very bad, indeed. The inflation is increased and the 


foundation is weakened. 


Large bank clearings, together with an unsatisfactory condition of 


loans and specie can only be spelled one way, “boom.” 


and 1907. 


Look at 1906 


6. The ideal condition is represented by large bank clearings and sim- 


ultaneously a reasonable ratio of loans and specie. 


That means big busi- 


ness with plenty of capital. —Bonds and Mortgages. 





Prospects of the Investment Bankers’ Association 
What May It Be Expected to Accomplish? 


E first convention of the Invest- 

ment Bankers’ Association oi 

America met at the Waldorf Au- 
gust 8, adopted a constitution and dis- 
cussed the possibilities for future work. 
The preamble of the constitution sets 
forth in general terms the purposes -of 
the association: 

To promote the general welfare and influ- 
ence of investment banks, or bankers, likewise 
banking institutions operating bond depart- 
ments, and to secure uniformity of action, 
both in legislation and in methods of handling 
securities, together with the practical benefits 
to be derived from personal acquaintance, and 
for the discussion of subjects of importance to 
the banking and commercial interests of the 
country, which affect the investing public, and 
for protection against loss by crime, or through 
wilful and irresponsible dealers in investment 
securities, and to surround the offerings of its 
members with greater safeguards, whereby they 
will enjoy the broadest markets possible, both 
at home and abroad. 


Unquestionably an important oppor- 
tunity exists for such an organization, 
and it may be added that a highly aus- 
picious start was made at the Waldorf 
convention. The exact field to be cov- 
ered and the practical methods by which 
the desired ends are to be accomplished 
have not, of course, been finally decided 
upon, as the members have not had time 
to mature their plans or to reach full 
agreement on all the points involved. 

One of the most important considera- 
tions, not yet fully and definitely decided, 
will be the drawing of the line of mem- 
bership. Two decades ago the business 
of merchandizing securities was almost 
confined to a dozen or so banking houses 
in New York, Boston and Philadelphia. 
Today it has spread over the entire 
United States. New securities are no 
longer absorbed locally, where their 
merits may be better understood, but 
are, in many instances,. marketed 
throughout the whole country and in 
Europe. 

The result has been the rise of hun- 
dreds of investment banking houses, of 


all degrees of character and standing, 
and selling securities ranging from the 
highest possible grade down to the most 
obvious and palpable frauds. 

Where will the line be drawn in the 
admission of these houses to member- 
ship? Will the association include only 
those houses engaged in merchandizing 
gilt-edge securities, or will it embrace 
also those dealers who handle stocks or 
bonds which appear to be entirely sound, 
but are of a slightly lower grade than 
gilt edge, or will it include everything 
except obviously irresponsible dealers 
and obviously worthless securities ? 

Apparently the exact limitations of the 
association are yet to be decided. The 
constitution provides that 

Any national or State bank, trust company, 
private bankers, or banking firm, having a 
paid-in capital of $50,000 or over, and which 
buys and sells bonds for its own account, and 
which is engaged in the business of investment 
banking shall, upon the payment of annual 
dues, as hereinafter provided by the by-laws, 
be eligible to membership in this association 
and be entitled to one delegate to the annual 
meetings of the association; and any member 
may be expelled from this association upon a 
vote of two-thirds of the executive council. 


Evidently this provision would in it- 
self shut out any doubtful or highly 
speculative houses; but there has also 
been appointed a Membership Commit- 
tee which is to pass upon applications. 
The exact powers of this committee have 
not yet been defined, but the high stand- 
ing of the officials of the association and 
the personnel of the Board of Governors 
seems to assure conservative action in 
this matter. 

A few houses of very high standing 
have hesitated to identify themselves 
with the movement, on the ground that 
they would have nothing to gain by it 
individually, and might even suffer some 
injury if the lines of membership are 
not closely drawn. The majority of the 
strong houses, however, feel that such 
fears are groundless and that all should 
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unite for the good of the investment 
business as a whole, and in putting the 
association on a high plane and keeping 
it there. 

The president of the association esti- 
mates that new forms of secured credits 
aggregating $1,500,000,000 a year are 
now being analyzed, approved, created 
and distributed by the investment bank- 
ers of this country. The number of such 
houses is now, he states, somewhat less 
than 2,000 and is constantly increasing. 
A national organization to safeguard the 
common interests of this gigantic busi- 
ness and to aid in protecting the public 
against unsafe securities will certainly 
find a large field of usefulness. 

The education of the public in sound 
investment principles will be one of the 
principal objects. There will unavoid- 
ably be different degrees in the stand- 
ing of the houses belonging to the asso- 
ciation, but under any conceivable condi- 
tions all will be of the reputable class 
and membership will serve as a guar- 
anty of a certain standing. On the other 
hand, houses whose standing is above 
that of the majority cannot apparently 
suffer any loss of reputation from the 
mere fact that they belong to the na- 
tional organization. 

It would be impossible for the associa- 
tion to pass upon all securities handled 
by its members, but it can and will pass 
upon the character and standing of the 
members themselves. 

Other important purposes as stated by 
the president are as follows: 

One particular activity from which we could 
reasonably hope for good results would be the 
securing of greater uniformity in State laws 
governing the issuance of municipal securities ; 
likewise the standardization of the laws 2f the 
various States creating public service commis- 


sions and the issuing of public service securi- 
ties. We must deal today with many condi- 
tions where Siates make municipal bonds tax 


. exempt, no two of which are alike; also many 


laws governing the issuing of special assess- 
ment bonds, drainage bonds, levee and reclama- 
tion bonds, road bonds issued by districts, mu- 
nicipal and irrigation bonds and various condi- 
tions regarding the debt limit and power to 
levy and collect taxes, which now are at great 
variance. Then, we have today the conflict of 
the laws of the States that have created public 
commissions. 

There are also many questions of an aca- 
demic character, such as the standardization of 
mortgages for gas and electric properties, street 
and steam railroads, likewise the value of serial 
mortgages versus sinking fund mortgages on 
industnal properties and the character and 
growth of real estate and building bonds; the 
question of listed versus unlisted bonds—that 
is, whether more of our unlisted bonds should 
not be listed. And finally the matter of the 
distribution of our securities; what can be 
done, if anything, to lessen our advertising and 
selling expenses and make our public offerings 
entirely reliable and more attractive? 

The income of the association will 
be derived from annual dues of $50 for 
each member, and from initiation fees of 
$100 each from all members joining af- 
ter October 1 next. Houses joining pre- 
vious to that date will be charter mem- 
bers and will pay no initiation fees. 

An effort was at first made to have 
this association organized as a section 
of the American Bankers’ Association, 
but it was finally decided that nothing 
should be done which might create any 
further confusion than now exists be- 
tween the two essentially distinct busi- 
nesses of accepting commercial deposits 
and of merchandizing new securities. The 
present prospect seems to be that the In- 
vestment Bankers’ Association can ac- 
complish more independently than it 
could have accomplished as a part of 
the larger organization. 














You and Your Money 
Why Does It Accumulate So Slowly? 


OU have often wondered the same 

} thing—where it goes to and why 

you have so little of it. 

For although you may have a strong 
individuality and marked peculiarities of 
character, in this respect we are all alike. 
You are earning a certain amount 
monthly or weekly; you are saving a 
little of it, or could save it if you wanted 
to; and you want to use your money so 
as to make it accumulate as rapidly as 
possible. 

Now that wad which you have at 
interest is paying you only 3% to 5 per 
cent.—rather a slow process. If you 
could make it earn 10 to 20 per cent., 
that would seem worth while. 

And there are lots of business men 
who can make 20 per cent. a year on 
their money. Ever figure out how 
much $1,000 amounts to in 20 years at 
20 per cent.? Over $38,000. 

There are two or three points about 
this matter that we want you to think 
over carefully. Here is the first one: 

Point No. 1. Making your money 
earn a good interest depends entirely on 
knowing how. 

Take a woman ignorant of financial 
matters, whose husband nas died and 
left her a few hundred or a few thousand 
dollars. She has to put it in the strong- 
est savings bank she can find and it 
draws 3% per cent. interest. She could 
not possibly do anything else with the 
money because she doesn’t know how. 
If she tried to do anything else with it, 
she would almost certainly lose it. 

Next take a man who knows a little 
something about investing money. He 
says: 

“These savings banks buy bonds with 
my money. Why shouldn’t I buy the 
bonds myself?” 

He does it and gets perhaps 5 per cent. 
interest. 

Another fellow, who has studied on 
this thing a little more, says: . 


“The managers of a railroad would 
not borrow money by selling 5 per cent. 
bonds unless they expected to use that 
money so as to make it earn more than 
5 per cent. It is the stock that gets a 
part of whatever the road makes.” 

He studies the situation and buys a 
good stock. It yields him perhaps 6 per 
cent., with an occasional “melon” or 
extra dividend. 

The next man, a little shrewder than 
the last, says: 

“Now some of these companies are 
going to grow and do a good deal bigger 
business and others will stay about 
where they are and others will probably 
blow up some day. I wonder if I can’t 
pick one that will grow.” 

He does this, buys the stock, gets 7 
per cent. interest on his investment and 
in five years finds that his stock is worth 
25 per cent. more than he paid for it. 
This gives him about 12 ae cent. on his 
original investment. 

Still another fellow, patient and long- 
headed, says: 

“They seem to have a regular smash- 
up down there in Wall Street every few 
years, when they all try to sell out at 
once and nobody dares to buy. Next 
time that happens, I’m going to buy 
something.” 

He saves his money and in the next 
panic he picks out a good growing com- 
pany and buys its stock. It yields say 
8 per cent. on the low price where he 
bought it. In three or four years his 
stock is selling for 50 per cent. more 
than he paid for it. He has made his 
money earn about 20 per cent. a year. 

The difference in these various in- 
vestors was in the extent to which they 
knew how. The amount they could 
make their money earn depended en- 
tirely on their own ability to invest. 

Now you may be saying, “No Wall 
Street in mine! They have got it 
framed up down there to get the public’s 
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YOU AND YOUR MONEY. 


money. That’s what they are there for. 
But l'm hanged if they are going to get 
mine.” This brings us to 

Point No. 2. Wherever you put 
your money, it goes to Wall Street. 

Well, there is one exception. If you 
put your money in an old teapot and hide 
it under the bed, it doesn’t go to Wall 
Street unless some thief gets hold of it. 
Otherwise it goes to Wall Street. 

For example, you put it into the sav- 
ings bank. If the bank let the money 
lie in its vault, it could not pay you any 
interest. The bank must invest that 
money for you, since you don’t want to 
invest it yourself. 

It buys bonds with the money—some 
of the issues prescribed by law as legal 
investments for savings banks. The 
bonds are bought on the New York 
Stock Exchange, through a broker or a 
trust company. The bonds go to the 
savings bank, your money goes to Wall 
Street. 

Suppose you ‘buy life insurance. All 
the money of the life insurance company 
has to be invested so as to earn interest. 
Most of it goes into stocks and bonds. 
Same story—it comes to Wall Street. 

You may say, “I'll be everlastingly 
hornswoggled if it shall go to Wall 
Street! Neighbor Jones wants to mort- 
gage his house. I'll lend it to him.” 

It wouldn’t be pleasant to have to evict 
neighbor Jones, but you don’t worry 
about that—not yet. You lend the money 
to Jones. 

What does Jones do with it? Perhaps 
he buys an automobile—everybody’s do- 
ing it now. The automobile company 
gets the money and buys steel with it. 
The steel company depos‘ts it in a Wall 
Street bank. It may pass through a 
dozen hands, but it gets to Wall Street 
just the same. 

Jones couldn’t do anything with that 
money to keep it out of Wall Street. 
Why? Because Wall Street is the money 
center of the United States, the heart 
through which all our money circulation 
passes. All the money of the country 
is coming into Wall Street and going 
out again all the time. 

You seek to avoid the risk of doing 
business in Wall Street. But your bank 
is buying bonds in Wall Street, your in- 
surance company is buying stocks, your 
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trust company has money on deposit 
with Wall Street banks, and likely 
enough is participating in Wall Street 
underwritings or- promotions. 

If you want to cut loose from Wall 
Street, you will have to go and live on 
some desert island like Robinson Crusoe. 

Point No. 3. Jf your income from 
your money depends on your knowledge 
of the science of investment, and if your 
money is going to Wall Street no matter 
what you do with it, why not learn to use 
the machinery of Wall Street yourself 
and do your own investing? 

A substantial majority of readers will 
reply : 

“T haven't the necessary qualifications. 
No doubt you are right in saying that 
wherever I put my money it goes to, or 
at any rate through, Wall Street. But 
that is a very different thing from put- 
ting it there myself. It is put there by 
some banker or some old experienced in- 
vestor who knows what he is doing. 
What do I know about Wall Street?” 

Well, perhaps the fellow who sends 
your money to Wall Street knows what 
he is doing, and then again perhaps he 
doesn’t; but we will assume for the sake 
of argument that he does. Why does 
he know how? Simply because he has 
learned how. At the start he knew no 
more about it than you do—probably not 
so much. 

Do you suppose, if you spent, let us 
say, three years in studying the subject 
of horses, their peculiarities, character- 
istics, diseases and defects, good points 
and bad points, you could at the end of 
that time buy a horse without getting 
cheated? Presumably you could. 

But it is very much easier to learn to 
buy stocks than horses—different, but 
easier, for the following reasons: 

You know very little about the horse 
except what you can see. You can’t de- 
pend upon what the seller of the horse 
tells you. Generally, you know little or 
nothing about the horse’s pedigree. 
You have no adequate record of his past 
performances. You even have to esti- 
mate his age. You don’t know what 
other people would be willing to pay for 
him. 

Before you buy a stock you can ascer- 
tain when the company was incorpo- 
rated ; how much it has earned each year 
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since that date; what it is earning now 
month by month ; what property it owns ; 
what dividend it is paying and has paid in 
the past; and last but* not least, what 
others think it is worth, for it is selling 
in an open market where thousands and 
tens of thousands of people are watching 
it, ready to buy or sell. 

All the qualifications you need in order 
to learn how to use the machinery of 
Wall Street are common sense and the 
willingness to learn. This brings us to 

Point No. 4. THE MAGAZINE OF 
Watt Street is built to meet your 
needs. 

Its principal purpose is to explain, de- 
scribe and illustrate the machinery of 
Wall Street. It covers everything that 
the investor ought to know. 

Look over this and other issues and if 
you find that we are omitting something 
that would help the investor, write and 
tell us what it is, and if we agree with 
you, we will put it in. But we have been 
following that plan for five years now 
and we think we have got pretty much 
everything covered. 

Mind you, THe MAGAZINE OF WALL 
STREET does not represent any Wall 
Street interest. No member of the 


Stock Exchange, banker, broker or bond 
house has a dollar of ownership in the 
magazine or in the company which pub- 
lishes it. 

It is run for the benefit of subscribers. 
Its advice is unprejudiced. Its writers 
are independent. All are experts in the 
departments they cover. Many of them 
are authors of well-known and authori- 
tative books. Others are actively en- 
gaged in the line of work they write 
about. The magazine covers the entire 
field of Wall Street activity, from an un- 
prejudiced standpoint. 

In short, we are making the magazine 
for YOU—to show YOU how to invest 
YOUR money to advantage and to use 
the machinery of Wall Street for your 
own benefit. 

And, we may add, our efforts are suc- 
ceeding. Not only do an_ increased 
number of people subscribe for the 
magazine every year, but hundreds of 
them write us that they have materially 
increased their income through what 
they have learned from our columns and 
that they are learning more and more 
about how to 


MAKE MONEY WORK. 


Hints for Investors 


Take a little time to investigate and study 
the situation around the reorganization of a 
property before depositing bonds with a com- 
mittee. Make as sure as possible that the best 
has been done to clear up the situation before 
committing securities to a new plan. 





Read over the circular that you receive de- 
scribing a bond with an eye for the things 
omitted quite as much as for the facts stated. 
Sometimes, in spite of the fact that much is 
said, some vital points are only half stated or 
else entirely omitted. 





Don’t expect your banking house to stand 
ready to buy back your securities whenever 
and as you wish. A good house puts out a 


large total and can only take back a small part 
at any time. If all its clients expected so 
much, progressive business would soon become 
very difficult. 





Ask many questions of the salesman who 
wants to sell you securities, and make careful 
note of the style of answer. It will soon be 
apparent whether he knows his security or not. 





Do not invest your money in such a hurry 
that discriminating selection is impossible. 
Take time, preferring to allow the money to 
lie in a trust company or in the savings bank 
for a time rather than take the first securities 
that are offered. 





























What an Investor Ought to Know 


ViI—That the Market Quotation for His Investments is Certain to 
Fluctuate 


By FREDERICK LOWNHAUPT 


[Under the above caption it is intended to present a series of articles treating many of 
the fundamental facts that are either never learned by many investors or apparently over- 
looked in the purchase of investments. Discriminating selection is no easy matter. Without 
a knowledge of the basic principles underlying the science of investment rational selection is 
impossible. The aim of these articles will be to give many facts in readable form—facts 
which in themselves are technical, but which, co-ordinated, explained and piaced in proper 
relation to each other, are both interesting and easily understood. The subject dis- 
cussed in the August issue was “That the Ultimate Safety of a Bond Is in Ample 


Earnings.” } 


HE man who reads the newspaper 
every morning and keeps in touch 
with the ehanges of prices in the 

security markets is apt to consider the 
fact of such changes almost too obvious 
to justify special attention. Everyone is 
expected to know that prices change. 
And, of course, many people are nearly 
always consciously aware of that fact, and 
as a result regard these fluctuations with 
more or less indifference, according to 
the size of their commitments. 

The point of emphasis, however, 
around which this article is intended to 
swing is that however conscious many in- 
vestors are of this fundamental fact of 
the change in prices with conditions, they 
never seem quite to become reconciled to 
the situation. 

Every investment banking house will 
tell you that among its clients it has a 
number, comparatively few, to be sure, 
who are so sensitive to impressions of 
fear that it does not take a large move in 
the investment market to bring out in- 
quiries as to whether this or that bond or 
stock may be considered as good as it was 
some months before, or as when they 
bought it, in view of the decline in price 
that has taken place. 


The ideal investor really gives little re- 
gard to price fluctuations, once he has 
purchased his securities. Having given 
due consideration to those fundamental 
considerations which affect the invest- 
ment value of a security, he rests content 
that the judgment which !ed him to buy 
was not altogether amiss wnder- 
stood, of course, that on 
and every time be pertect jucdgrmne 
in the selection of a security, masmu 
as unforeseen difficulties have put some 
of the supposedly best securities in jeop- 
ardy. But as a general rule securities 
well bought remain worthy of confidence. 

Although there are many people who 
conform to the standard of ideal investor 
insofar as their consideration of price 
fluctuations is concerned, there are also 
many who watch the quotation columns 
closely, and are quick to seek out the rea- 
son for the least decline in their securi- 
ties. 

Now the chief difficulty with these peo- 
ple is that oftentimes they are seeking for 
reasons where there are none. This 
statement applies with greater or lesser 
force according to whether stocks or 
bonds are considered. Where stocks are 
involved, there are often sufficient reasons 
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for fluctuations, apart from incidental 
reasons of an artificial character. Where 
bonds are involved, only occasionally are 
there circumstances surrounding the fluc- 
tuations in price that warrant apprehen- 
sion. Every change in the price of a 
stock or a bond may be explained, of 
course, if only by saying that some one 
sold an eighth or a quarter down, and 
thus reduced the price, but the quest of a 
fundamental reason strikes deeper and 
does not often find root. 

That is to say, there are many small 
price changes -in both bonds and stocks 
that cannot be adequately explained from 
the standpoint of a fundamental reason. 
The question therefore arises, Just how 
much may a bond change in price before 
the investor is justified in casting about 
with some concern for the reason? In- 
vestors worry themselves very little as to 
why their securities are rising in price, if 
that be the case—they are quite satisfied 
to watch results and assume that there 
must be some very good reason. But 
when a fall of several points occurs there 
is some anxious stirring. 

We will admit that when a railroad 
bond which was issued around 95 drops 
close to 80 there has occurred a decline 
sufficiently pronounced to give even the 
most hardened investor a fright. We will 
further concede that when a railroad ter- 
minal first mortgage bond, also brought 
out above 90, with every promise of 
standing as a representative investment, 
tuses half its quotation and the company 
finally goes into receivership, there is oc- 
casion for alarm long before the last bit- 
ter stage is reached. 

Such cases are exceptions. But every 
house that sold any of these bonds has 
had considerable explaining to do ever 
since. 

It does not require such extreme cases 
to disturb many an investor. It were 
often better if he did not read the quota- 
tions at all. To the investor of this type 
of mind the unlisted bond with perhaps 
only a nominal daily market is the best 
adapted. It is one of this class of invest- 
ors who, when he sees a two point decline 
in his bonds, goes after the house 


through which he bought them for ex- 
planations, or who without ceremony 
throws them into the market, believing 
there must be something sinister in the 


changed quotation. The explanation of 
any such small decline may lie in one of a 


number of causes, which may be roughly ~ 


divided into three classes. 

The first of these causes we may des- 
ignate as trading considerations. There 
might, for example, be some speculative 
operation conducted in an issue of bonds 
whose market was comparatively narrow, 
that could easily depress the price. It 
might be understood that a substantial 
block was in the hands of nervous in- 
vestors who would take alarm at a low 
quotation and sell, fearing the price 
would recede even lower. Such a condi- 
tion as this does not often arise, but it 
has happened and the instigators of the 
movement were quite successful in get- 
ting some good bonds cheap. This may 
be regarded as a typical case where quo- 
tations alone changed without the slight- 
est basis in the condition of the company 
or its prosperity. Or there may be ur- 
gent but actual selling bringing into the 
market a large block of bonds. Again, 
in several instances large blocks of bonds 
have come into the market as a result of 
the sale of collateral. Such illustrations 
indicate clearly that an artificial condition 
may exist for a short time without hav- 
ing the least bearing upon the fortunes of 
the company. 

The second set of conditions may be 
termed as general. All securities— 
stocks, bonds, notes or what not— 
whether they be very good, of moderate 
investment worth, or positively poor, fall 
under the malignant influence of adverse 
general conditions. And general condi- 
tions reflect themselves to the greatest ex- 
tent in the condition of the money market 
and the apathetic sentiment that pervades 
the investment world. No investor may 
expect to see his securities through a 
period of business depression without 
noting the effects in their market price. 
Of course, the degree to which the securi- 
ties are affected varies with the kind of 
security involved. When net earnings 
are going down in the accounts of indus- 
trial corporations, the situation is re- 
flected in a corresponding decline in the 
prices of their securities. Because divi- 
dends on the common stocks are the first 
to feel the effects of falling earnings, 
naturally the prices of these stocks fluc- 
tuate the most. 














HOW MUCH RISK 


Often the bonds of these same corpo- 
rations are several steps removed from 
the common stocks by the fact that pre- 
ferred stoeks come in between. In these 
preferred stocks the holder will find fluc- 
tuations, of lesser extent than in common 
stocks, but nevertheless of unpleasant 
proportions, and if the whole market be 
affected, how can we expect the unfa- 
vorable sentiment created to stop with 
stocks and not touch the bond list? 

Take a company that has common 
stock, preferred stock, and bonds out- 
standing and you may find that the mar- 
gin of earnings for the preferred stock is 
very comfortable, which means that the 
margin of safety for the bonds is wide. 
Yet, under the conditions stated those 
bonds are very likely to have a recession 
in price, however good they may be. 
Just how much they will fluctuate de- 
pends upon the particular conditions sur- 
rounding the company. The very best 
railroad bonds move up and down to the 
extent of three or four points over peri- 
ods of a few months. Second grade rail- 
road bonds, or semi-investment bonds, as 
they are often called, fluctuate even more. 
There is just enough of the element that 
makes a_ security sensitive to broad 
changes in business and the market, in 
some of this class of railroad bonds, to 
give the shrewd investor—that is, one 
who recognizes cheapness in bonds— 
opportunities to catch five points of ap- 
preciation on his purchases. 


One of the peculiarities of tempera- _ 


ment of buyers of stocks that has often 
been the subject of comment, is also seen 
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in bond buyers. Not a few will .do just 
as the stock buyer—sit through the early 
decline in their bonds in a period of de- 
clining prices, and just when conditions 
are about to turn for the better, sell out. 
Their fears have accumulated, and just 
when they should be buying, they let go. 
They seem to learn with difficulty the les- 
son that the momentum of a downward 
market for many securities, carries along 
others which should not go if judged by 
earnings. 

The third condition is specific weak- 
ness in the statistical position of the 
company. Here is where the investor 
must give careful attention. He can 
often properly ignore fluctuations due to 
artificial and momentary market move- 
ments, or even the few points that may 
come off his security as the result of a 
broad decline in the general market; but 


‘if neither of these conditions is present, 


then a critical study of the earnings of 
the company is in order. The fact that 
inherent weakness in the company exists 
is sometimes obvious. There are several 
railroad systems that are now in anything 
but a strong position, although their 
bonds seem pretty well protected. These 
securities may be expected to fluctuate. 

It is for the acute investor or his in- 
vestment counsel to make up his mind 
just about how much fluctuation is rea- 
sonable in each particular case. If this 
can be arrived at satisfactorily a safety 
line may be drawn. To do this, however, 
often involves expert knowledge, and al- 
ways requires conscientious and thought- 
ful study. 


How Much Risk Should an Investor Take ? 


prominent bond distributing 

houses in the country ran a 

small advertisement, at the head 
of which were these words, “Fifty Years 
Old.” It was suggested in the subse- 
quent paragraph that at this age, or even 
much earlier, the investor should think 
about safety to the extent of subordinat- 
ing every other consideration, 


A FEW weeks ago one of the most 


There is material for helpful reflection 
in the headline of that advertisement. 
All the advertisement said is true. It 
opened, however, the broader field of in- 
quiry as to how much risk an investor 
may take at any time. The implication 
of the caption given was that at the age 
of fifty, at the very latest, all thoughts of 
high income should be laid aside and only 
the most conservative return expected. 
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The broader inquiry as to how much 
risk an investor may ever take gives 
room for wide differences of opinion. 
The simple answer that might be made 
to such a question is that circumstances 
should govern entirely. We shall con- 
sider just a few of these circumstances. 

It is quite. certain that nothing more 
than general rules can be laid down. It 
is equally obvious that if many security 
buyers gave some consideration to these 
fundamental principles, there would be 
more people selecting with greater dis- 
crimination than now. 

The bond houses are constantly seek- 
ing to raise the level of investment in- 
telligence among security owners, for in 
so doing they make the selling of good 
securities the easier. The question of 
risk being elemental they naturally dwell 
upon this phase of the subject, endeavor- 
ing to educate investors so far as pos- 
sible in the scientific distribution of their 
money. 

Let us take as our first consideration 
the point suggested in the advertisement 
—the age of the investor. Why the 
matter of age should be emphasized to 
this degree may be a little puzzling for a 
moment. But it is nevertheless vital. It 
has been said time and again that the 
great bulk of investments distributed 
throughout this country filter into the 
strong boxes of the so-called average in- 
vestor, who is usually a small investor. 
It is the absorptive power of these many 
small amounts that counts in the distri- 
bution of vast amounts. And because 
there are so many small investors, people 
of average means, perhaps able to take 
up only two or three bonds a year, this 
question of proportioning of risk to age 
is eminently worthy of discussion. 

Undoubtedly the advertising bankers 
had in mind the fundamental facts con- 
cerning the chances of the average man 
fifty years of age of recuperating himself 
in the event of failure or severe loss. The 
writer has in mind several instances of 
persons somewhat past fifty who, having 
made unwise investments in the foolish 
hope of getting large income on their 
money, lost all and were never able to 
recover their dissipated fortunes. 

It is a well understood principle that 
the possibilities of recovery of one’s for- 
tune diminish very rapidly after forty- 
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five years of age, and that after fifty-five 
they stand about as one to thirty. This 
is something that many investors forget 
entirely. There are to-day many people 
of advanced age demanding an in- 
come return all disproportionate to the 
degree of risk that they really should 
assume. There are many of these peo- 
ple asking 7 per cent. when they should 
be taking 4% per cent. The tale of the 
high cost of living has, of course, become 
universal among investors. A _ safer 
course for many would be to economize 
somehow and somewhere, rather than en- 
danger their principal seeking 7 per cent. 
on their investments. 

Then again an investor should suit the 
degree of risk he takes to his tempera- 
ment. There are all degrees of nerves, 
so to speak. The timid and nervous 
security buyer should do only one thing 
—the obvious thing—buy only those in- 
vestments which are beyond the shadow 
of doubt and in which there is not the 
least possibility of trouble. A farmer 
from the western part of New York State 
went into a bond house recently desiring 
to invest about one thousand dollars. All 
consideration was accorded him, and it 
was suggested, after a short talk and 
after it was evident that he should have 
only the safest security, that he purchase 
a high grade standard railroad bond 
yielding in the neighborhood of 4% per 
cent. But that would not do for him. 
He could not be assured such an invest- 
ment was as near to perfect security as 
could be had. He must needs have a 
United States Government bond. He 
had always bought this class of security 
and was perfectly content that they were 
safe. No amount of explanation could 
show him the folly of taking less than 
2 per cent. income when he might have 
more than 4 with the least risk. 

This incident serves to illustrate per- 
fectly how temperament plays an impor- 
tant part in an investment. It is, of 
course, true that the farmer’s investment 
education was very deficient, but it may 
be assumed that a nervousness in respect 
to his money was the predominating fac- 
tor in the case. 

No investor that lives in constant un- 
easiness should accept any securities 
about which there is any doubt but that 
they will pay their interest regularly and 
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promptly and that the principal is as 
secure as it is humanly possible to make 
it. No such a one should hold bonds 
that fluctuate ten points. No such a per- 
son should hold securities of companies 
whose earnings fluctuate so much as to 
create special comment in the press. No 
such a person should read the quotations 
list every day to see if his bonds are off 
in price. 

A third consideration, and one that 
should help to determine the degree of 
risk an investor should take, is his earn- 
ing power. That is to say a security 
buyer that has a source of income apart 
from the interest received on his invest- 
ments which is regular and reasonably 
comfortable in amount and which when 
reinvested creates a ‘constant addition to 
his capital, may reasonably spread his 
investments to include securities of high 
income and moderate risk. In other 
words, he may accept what is commonly 
termed a business man’s risk. 

The ordinary usage of the term busi- 
ness man implies someone that has a 
steady source of income. For this rea- 
son the investment banker usually makes 
inquiry as to the position of the buyer 
when recommending bonds. A man with 
a paying business that returns him an 
income sufficient to meet his personal ex- 
penses with a comfortable remainder for 
investment is justified in taking some 
preferred stocks, say yielding him a full 
seven per cent. He has a surplus for in- 
vestment and by a wise distribution of 
that surplus annually he may make him- 
self an average income of fully five and 
one-half per cent. with assurance that 
only a part of his money stands in any 
risk. 

On the other hand, the person whose 
whole income is derived from invest- 
ments, as is the case with many women 
left with insurance money or a small 
competence, must rigidly exclude all but 
the best securities from a selection. A 
loss of principal to such a person is often 
irremediable while for the business man 
or other investor of assured income there 
are strong probabilities that time will re- 


INVESTOR TAKE? 259 


move the disability resulting from the 
loss. 

Lastly, we may say the degree of one’s 
education in financial matters should en- 
ter into the determination of the extent 
of risk taken in investments. There are 
some choice possibilities of profit and 
large income arising constantly in the 
security world. In the bond list the high 
yield securities naturally sell at the lower 
prices. Their selling price implies that 
the degree of risk is uncertain. The un- 
certainty, however, which may exist in 
their quotations may be the indication 
that they are hazardous in’ certain par- 
ticulars and not altogether bad invest- 
ments. The chance of danger in pur- 
chasing them may appeal in entirely dif- 
ferent proportions to different persons. 
It is here where the amount of financial 
education a person has fits in to the ques- 
tion. 

Some people have made very hand- 


‘ some profits in purchasing low selling 


and apparently very speculative bonds. 
These people often have been students 
of the conditions around the securities 
and persons who after studying the 
situation have come to the conclusion 
that the price was low enough to be po- 
tential with a substantial appreciation at 
the beginning of more favorable condi- 
tions. Such people are usually in close 
touch with the market and in a position 
to sell out quickly should their judgment 
change. On the other hand they are the 
only ones in position to play with a 
risk in that way. 

This class of buyers lean strongly to- 
ward the speculative side of the question 
and some of them could hardly be called 
investors in the strictest interpretation of 
that word. Nevertheless they will not 
go into stocks, preferring the rather a 
reasonably sure income, high to be sure, 
accompanied by the promise which they 
see in an analysis of the security of 
profits on their principal invested. In 
this way a good education in financial 
matters is often the ground and the justi- 
fication for taking a greater risk than the 
average man can afford to accept. 











The Bond Buyer’s Guide 


N the following table are arranged in order of yield the principal active issues of bonds 
listed on the New York Stock Exchange, the income being figured at the latest avail- 
able selling price for lots of 20 bonds or more. They are divided into groups, accord- 

ing to the grade and character of the bonds. 


This table will appear monthly, and will prove invaluable to bond buyers, as well 
as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to be 
construed as a recommendation. Our object is merely to show the relative yield of differ- 
ent bonds of each of the several classes. 


(1) High Grade mortgage bonds, many of which are legal investments for New 
York State Savings Banks. 


Interest Price. 

Description. Due. Period. July 16. = Yield. 
Chic., Rock I. & Pac., ref. g. 4e.............. Ap., 1934 A.—O. 8836 4.87 
B. & O., P. L. E. & W. Va. Sys., ref. 4s...... N., 1941 M.—N. 90% 4.62 
Un. Pac., Ore. Short L., guar. ref. 4s........ D., 1929 J.—D. 93 4.00 
oS ee ee ee reer ee Ja. 1961 J.—J. 8914 4.54 
Balt. & Ohio Southw. div., Ist g. 3%s........ ji, 1925 J.—J. 90% 4.51 
Cen. & Gia. Gree, ene os Kee cvewccices Mh., 1992 M.—S. 100 4.50 
Wisc. Central, 50-yr. Ist gen. 4s.............. ji, 1949 J.—J. 91% 4.45 
St. Louis S. W. Ist g. 4s. bd. ctfs............ N., 1989 M.—N. 90% 4.44 
ee FO ne Ja. 1996 J—J. 897% 441 
Chic., Mil. & Puget Sd., Ist. gu. 4s.......... Ja. 1949 J.—J. 93 4.39 
Oe | a re eee ji, 1925 J—J. NY 4.36 
ee ere ere Ja. 1955 J—J. 941% 4.30 
So. Pac., Cent. Pac., Ist ref. gu. g. 4s...... Ag., 1949 F.—A. 95% 4.26 
ee Je, 1952 M.—S. 95 4.26 
Northern Pac. gen. lien g. 3s.............-+- Ja., 2047 Qu.—F. 69 4.25 
Mo. Kansas & Texas, Ist g. 4s............4: Je, 1990 J—D. 94% 4.23 
Gt. Northern, Ist & ref. 414s. Ser. A........ jl, 1961 J—J. 10056 4.22 
ee es Cave venicccsuviedevense Mh., 1958 M.—S. 95% 4.20 
ye Pe eee ji, 1949 J—J. 87 4.20 
Oe ee ee  rerrerrr rire N., 1987 M.—N. 96 4.18 
Union Pacific, Ist. & ref. 46.........0.000% Je. 2008 M.—S. 9614 4.15 
Chic. Mil. & St. P., gen. g. 4s, Ser. A...... My., 1989 J—J. 96% 4.15 
CRIA, MUP Wg do sc atececnssccscte Ja. 1997 J—J. 965% 4.14 
Louisville & Nashville, uni. g. 4s............ ji, 1940 J—J. 9734 4.14 
Atch., Top. & S. Fe, gen. g. 4s.............. O., 1995 A.—O. 9673 4.13 
RT EE Ba Ti cccdgecnsedeess sees ji, 1948 A.—O. 97% 4.13 
Norf. & West. Ry., Ist cons. g. 4s.......... O., 1996 A,—O. 97% 4.12 
Northern Pac. prior 1. g. 4s.............00: Ja., 1997 Qu.—J. 98% 4.07 
Del. & Hudson, Ist & ref. 4s..............-- My., 1943 M.—N. 99 4.06 


N. ¥. Com. & BL. Rug, SAB... .cccccccccecs ji, 1997 J—J. 87 4.04 
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= 8 kg Se eee Ja. 2361 J—J. 9Y% 401 
ge ES Se ae ee oe eee ji, 1947 J.—J. 100% 3.99 
Del. & Hud. Alb. & Sus. conv. 3%4s.......... Ap., 1946 A.—O. 91 3.99 


(2) Collateral trust bonds selling at prices relative to the great value of the un- 
derlying collateral. 


is ee, Oe a N., 2002 M.—N. 691% 5.77 
ee see ee Be errr Te ji, 1921 J.—J. 961% 4.53 
ee ee: Ck cased saccansy ences >. te F—A. 91 4.49 
Ry SR WOU: M, Miilives vnciensccassocayes F., 1998 F.—A. 81% 4.34 
Atlantic Coast Line, L. & N. coll g. 4s........ O., 1952 M.—N. 9534 4.24 


(3) Convertible bonds having no mortgage lien whose quotations are governed 
largely by the price changes of the stock into which they are convertible. 


ge eS Le eS Ue ee Ap., 1953 A.—O. 79% 5.24 
See tr Ra ce ccsccccecccctscve Ba cee F.—A. 93% 5.02 
‘Erie, 50-yr. conv. 4s., Ser. A......... iosae. i. . ae A—O. 88 4.66 
Del. & Hudson, 10-yr. conv. deb. 4s.......... Je, 1916 J.—D. 981% 4.52 
mom. Fee. Ge. See. Gee. Se. ince. ccsscse FQ BP M.—S 95 4.42 
soe ee ee eee Ja. 1948 J—J 129 4.39 
Atch., Top. & S. Fe., conv. 4s (issue 1910).. Je, 1960 J—D 106 3.73 
Union Pacific, 20-yr. conv. 4s............... ji., 1927 J.—J. 103% 3.71 
Atch., Top. & S. Fe. conv. g. 46. ....6..000- Je, 1955 J.—D. 109% 3.56 
Norf. & West., 10-25-yr. conv. 4s............ Je, 1932 J—D. 117% 2.83 
Atch. Top. & S. Fe, 10-yr. conv. g. 5s........ Je. 1917 J.—D. 110% 2.82 


(4) Debenture bonds most all of which are selling on high level because of the good 
general credit of the respective companies. 


eG me 6 ae ee; Bee. GE Gb... i ss csiccss jl, 1932 J.—J. 92 5.67 
Se oe ce aneesaeetens My., 1931 M.—N. 92 4.64 
Sr ee WR Oe cei iceuwcpeebaiee a 1928 M.—S. 93% 4.57 
ae Se SG ee eer My., 1934 M.—N. 93% 4.50 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
fied as “business man’s” investments. Income yield is reasonably definite index of 
relative worth. 


SE, SE MEM en sc esbavestethn jl, 1947 J—J. 50 7.19 
St. L. & S. F.R. R,, gen. 15-20-yr. 5s........ My, 1927 MAN. 8434 6.47 
ee eae O., 1949 F.—A. 78% 6.43 
=. i. iv. M&S. onl. @ eek. a. 4e.......05 ji, 1929 J—J. 79% 5.94 
ag er ee ae 1959 M.—S. 84% 5.92 
i, I Ns ds cnad wacabae Mch., 1945 M.—S. 72 5.90 
Wabash, Ist ref. & ext. g. 4s............02. Jl, 1956 J.—J. 70 5.88 
Ghic. & Altom Ry. let £ S346. .... i cscccccce Ji. 1950 J—J. 65 5.77 
See Se ere Je. 1932 J.—D. 81 5.59 
oe yy Rees a M.—S. 77 5.34 
St. L. & Sen Peon BR. R.. val, o. 4evceccccces Ji, 1951 J—J. 78% 5.28 
Southern, devel. & gen. 4s, Ser. A............ Ap., 1956 A.—O. 78% 5.26 
See Sek ORG OE WR, oo, ow sce mnlece< Ja, 1996 J.—J. 77% 5.18 
Kans. City So., ref. & imp. 5s................ Ap., 1950 J—J. 98 5.12 
OE eee ee ee ee F., 1939 F.—A. 994 5.02 
Norf. Southern, Ist & ref. 5s.............. F., 1961 F—A, 997% 5.01 
Colorado & Sou. ref. & ext. 4%4s............ My., 1935 M.—N. 95% 4.83 
pe ee ee ren O., 1952 A.—O. 8614 4.76 
OO SE eee eee. 5 jl, 1994 J.—J. 107 4.67 


N. Y., W’ches. & B. Ist, Ser. 1, 4%4s.......... ji, 1946 J—J. 9934 451 








Bond Market Topics 


securities have declined in sympathy with gen- 


Co-operation of Investment Bankers. 
HE new Investment Bankers’ Association 
is being regarded with great interest. 
The consensus of opinion is that it will 
prove of great benefit to the security world in 
general. It may be some time in gathering 
headway, but once in motion the benefits that 
are expected to result will become quickly ap- 
parent. The protective function the organiza- 
tion will exercise is for the buyer of securities 
and not for the seller. In a large sense the 
membership houses have their clientele and 
business well organized, so that the work in 
hand is not for self protection. The frequency 
with which clients, even of the best houses, 
are beguiled into dangerous if not actually 
fraudulent schemes, is an important cause of 
action. The incredible amount of money, 
which should be turned into legitimate and 
conservative investments, that finds its way 
into these channels, has at last resulted in 
something that is expected to prove a great 
safeguard to the investing public. 


Preferred Stocks and the Bond Market. 


Every time a large issue of preferred stocks, 
such as the $12,000,000 Emerson Brantingham 
Ist preferred comes in to the market, there is 
more or less wailing among bond men to the 
effect that it is becoming rapidly impossible to 
sell bonds, especially the high grade issues. 
And there is some ground for complaint. The 
best evidence of the fact is in the figures of 
preferred stocks issued in recent months. A 
Wall Street publication has found that $175,- 
000,000 of such securities were issued in the 
year ended June 3 last, leaving out of account 
many small issues. Altogether it has been 
found that over the past three or four years 
something like $500,000,000 has been marketed. 
There is, of course, much more money avail- 
able for investment in the course of a year 
than can be absorbed by this form of security, 
nevertheless the effect of such a vast amount 
of stock on the security market has been pro- 
nounced. There are a few bond men, how- 
ever, who still see large patches of blue sky. 
They cannot believe that every investor has 
gone 7 per cent. mad. They do some real bond 
business themselves, and feel certain that the 
outlook for conservative investment is highly 
encouraging. 


Investment Opportunities. 


A good many people are now doing some 
heavy = when the matter of buying 
bonds with a large chance for appreciation in 


principal is called to their attention. The list 
provides some excellent opportunities. There 
are now some issues selling around a 6 per 
cent. basis that are very yf to have an 
advance in the near future. 


me of these 


eral conditions. Now there seems to be a tide 
setting in that is likely to carry a number of 
semi-investment issues back again to better 
prices. The Southwestern railroads as well 
as many others are about to reap the benefits 
of excellent harvests. Last year earnings 
were poor. This year they will be good. The 
result will probably be better quotations for 
many bonds that have been sagging down- 
ward for the past few months, 

The Gould roads’ securities are also in a 
position to merit careful study. The junior 
issues of all these lines have been steadily de- 
clining since the first of the year, for the very 
good reason that the earning position of none 
of the lines has been any too strong. Wabash, 
Denver & Rio Grande and Missouri Pacific 
each have junior issues returning more than 
6 per cent. The smallest decline has been in 
the Missouri Pacific convertible 5s, which 
have gone off about 3% points, while the great- 
est i? been 6% points in Denver refund- 
ing 5s. 

As with all the Western and Southwestern 
lines, these Gould lines are likely to pick up 
in earnings over the coming year. There are 
already evidences that times will be better for 
this group of roads, which means, of course, 
that there .will be price changes in all their 
securities. There are some shrewd people in 
the market picking up a few of these bonds. 
There are possibilities that they will be re- 
warded by seeing one to four points added to 
the market quotation of their bonds over the 
next twelve months. In a general-way the se- 
curities of these various lines have produced 
some of the most puzzling price situations, and 
they may before long give some excellent op- 
portunities. 


New Financing. 


On the desks of the financial hquses there is 
pretty good evidence of the widespread be- 
lief of coming prosperity. There are so many 
new propositions waiting financing that the 
financial channels are fairly glutted. The 
enormous success of preferred stock issues 
over the past few months has brought out a 
flood of promotions, consolidations and the 
like for all of which a preferred stock issue 
is suggested. But there are also many bond 
propositions awaiting disposition. A big bond 
issue at the moment is less easily handled than 
a big preferred stock issue of good class. And 
of course such propositions will have to wait 
their turn. Perhaps one of the largest bond 
propositions that has been laid aside for the 
time being was one involving the combination 
of lumber interests in the Northwest on which 
it is said the new bond issue of $42,000,000 
was to be made. 






































INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom. 


Intimate Talks on Securities 


By RICHARD D. WYCKOFF 


and selling them is Wall Street’s 
chief occupation. 

Get these ideas firmly rooted in your 
mind and swear that hereafter you will 
look upon the wares displayed in the 
financial show windows as put there not 
for philanthropic purposes but for sale. 

Any good salesman is careful to ex- 
pound the virtues of his goods; he never 
mentions their weaknesses. So you see 
why most of the news down here is bull- 
ish. All very simple when you come to 
think about it. 

Business men with money are Wall 
Street’s best patrons. They are mostly 
bulls because they are educated to buy 
raw material or merchandise and sell it 
at a profit. Selling something which 
they don’t own and buying it later is con- 
trary to all their business principles and, 
as a rule, they simply can’t do it. 

So you see why the manufacturing, 
wholesaling and retailing process of 
Wall Street finds its matrix in this buy- 
ing tendency of men in other lines of 
business. 

A well-worn Wall Street expression 
is, “He makes money at his own trade 
but loses it y’s.”” 


Sends are made to sell. Making 


in some other fellow’s. 
This is because men do not the other 
fellow’s business as well as their own, 
therefore they do not apply the right 
principles with the same degree of 
success. 

One of the first questions your mer- 


cantile buyer asks is, “Who made these 
goods?” He knows that behind the 
brand is the reputation of the maker and 
this knowledge helps form his opinion as 
to reliability, salability, value and the 
price he should pay. 

How few people ever look at the pedi- 
gree of a stock! Yet this matter of 
parentage or sponsorship is the real start- 
ing point. 

Who “brought it out?” 

Was. it J. P. Morgan & Co., or Burr 
Brothers of New York-Chicago Air Line 
fame? 

Was it someone who had compara- 
tively nothing to gain and everything to 
lose, or someone without even a reputa- 


tion to lose? A melon or a lemon 
grower? 
There are certain houses where a 


failure is almost unknown. And there 
are others whose followers almost in- 
variably lose; if one of their promotions 
should happen to reward stockholders it 
is not the fault of the house. 

No, we cannot mention names. But 
we can suggest that before you buy, find 
out who made the goods and what has 
been the fate of other goods out of the 
same factory. 

We are in an era of re-capitalization 
—one which threatens to outclass the 
famous 1899 to 1901 years which gave 
us Amalgamated, Allis-Chalmers, Peet 
Sugar, Car and Foundry, U. S. Steel and 
other industrials, great and near great. 
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Sooner or later this promotion business 
will be overdone. All sorts of kites will 
be flown by all sorts of fliers. The sound 
ones will be melon cutters and the weak 
ones will go into bankruptcy. It is 
largely a question of eugenics, a strong 
constitution and careful nursing. 

By 1920 all the 1912 crop of financial 
babies will have sorted themselves out. 
Some will be found sturdy and strong 
in mind and limb, others in doubtful 
health. 
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But those we should concern ourselves 
with are the ones which died at a tender 
age, and on whose marble headstones 
there is significantly carved the image of 
an innocent lamb, together with the name 
of the receiver and the date on which 
he took charge. 

To avoid being one of the great body 
of mourners and the excruciating sight 
of buried money and hopes, let us look 
carefully into the pedigree of the infant 
—the brand of the manufacturer. 


Method of a Successful Investor 


_NOTE.—The gentleman whose method is here explained is a well-known member of 
an important stock exchange, and has to hiscredit many years of successful experience in 


handling his own and other people’s capital. 
consideration. 


EN of method are becoming more 

and more numerous in Wall 

Street. The old haphazard idea 

is passing. Definite plans are becoming 

more the rule. This is because in late 

years much light has been shed on the 

market’s machinery, and any intelligent 

persor. can now quickly learn, from the 

printed experiences of others, what 

formerly required many years of actual 
practice. 

As previously suggested in these 
pages, success demands three essentials: 
The right method, the right time, the 
right security. If any one of these is 
wrong failure is pretty certain to result. 


THE PLAN AND ITS STRONG POINTS. 


There is something distinctively differ- 
ent about the method described herein, 
for in addition to its other good points 
it provides what is usually lacking—a 
definite plan for profit taking. When we 
consider what an important part of any 
transaction in merchandise or real estate 
is the selling—the closing of the deal— 
we realize that too little attention has 
been given this point. 

The plan under discussion first calls 
for a determination of the trend. Is it a 
bull or.a bear market? This our in- 


His plan is therefore worthy of thoughtful 


vestor decides by carefully weighing the 
evidence—a difficult task in itself. His 
judgment is guided by facts and figures 
available to all. These relate to crops, 
money, business conditions, etc. 

Graphics of all these factors are found 
of great value; the memory cannot pos- 
sibly be depended upon in analyzing nu- 
merous sets of statistics spread over a 
series of years. 

Having decided that a bull market is 
under way, he exercises great care in 
the selection of stocks. Only those which 
have shown average earnings of ten per 
cent. or over for the past five years are 
considered, and these are weeded until 
the most promising are finally chosen. 

Candidates for purchases would 
therefore include only such issues as 
Union Pacific, Louisville & Nashville, 
Atchison, Southern Pacific, Reading, 
Delaware & Hudson, Northern Pacific, 
etc., which are generally regarded as 
sound railroad stocks. 

Now as to the time for purchasing. 
When he is satisfied that the trend is up- 
ward he waits patiently until a reaction 
of ten points occurs; then he buys. 
Should the decline continue and there be 
no reason to change his original convic- 
tion, he will double his original quantity 
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at ten points below the price paid for his 
first lot, viz., twenty points from the top. 
A half way rally would therefore get 
him out with a profit. 

All his purchases are made outright, 
and the certificates locked away. He 
never overtrades. 

His rule for profit taking is based on 
a purpose to secure thirty per cent. per 
annum. If at any time within three 
months he can realize ten per cent. profit 
he does so, or if fifteen per cent. accrues 
within six months he takes it. 

The method precludes active trading. 
Opportunities which come within re- 
quirements are so few that only three or 
four deals a year are the general rule. 
For this reason his time is free for the 
pursuit of business and pleasure. 


THE WEAK POINTS. 


On paper the proposition looks so easy 
that it doesn’t seem as though loss could 
occur; but there are weak points. One 
is the necessity for distinguishing a bull 
market from a rally in a bear market and 
vice versa. Expert judgment and long 
experience is required for this. 

Then great discrimination must be used 
in the selection of stocks, even though 
they come under the required ten per 
cent. earnings. One might erroneously 
have considered the trend upward and 
bought St. Paul on a ten and twenty- 
point reaction from the high of 165 
recorded in 1909. The first lot would 
have cost him 155 and the second 
lot 145 or an average of 150. Never 
since has daylight been seen, because in 
the meantime fundamental changes have 
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occurred in the earning power of St. 
Paul. 

Such an episode does not necessarily 
spell loss, as the stock is paid for and 
the price at which the trade is finally 
closed is the determining factor. But 
the money is tied up for two or three 
years with a small interest return of 3% 
per cent., owing to decreased dividends, 
and if the earnings of St. Paul should 
continue to shrink, duplicating the per- 
formance of, say, Missouri Pacific 
(which fell from 125% in 1902 to 28% 
in 1908), a loss of nearly $10,000 per 
hundred shares might be shown when 
the price was at the lowest point. 

Another objection to this plan is that 
it makes no provision for changes in 
market conditions. Supposing the trend 
is definitely upward. You buy and buy 
again lower, after which the scene shifts 
and you find the trend changed from up 
to down. What then? Profits are 
limited but possible losses—paper or 
actual—are unlimited. No safeguard 
against cold feet is mentioned and this is 
a great source of danger. People with 
stocks paid for are never proof against 
being scared out at the bottom. 

In the last analysis, although the 
method appears based on simple and 
more or less mechanical rules, it simmers 
down to a question of human judgment 
as to the market’s trend. Success de- 
pends upon how accurately one can de- 
termine the future of prices, using the so- 
called fundamentals as a basis. Wide 


differences of opinion sometimes result 
from predictions attempted on these 
grounds. 











| What is Can Common Worth? 
Prospects for an Issue Which has Recently Attracted Much Attention 


By J. HOWARD GIBBS 


N 1911 the American Can Company 
| charged off the round sum of 
$2,500,000 for depreciation, com- 
pared with an average of $520,000 a 
year for the preceding five years. In 
spite of this heavy deduction, earnings 
of over 7 per cent. were shown on the 
preferred stock. If depreciation 
charges had been continued on the 
same basis as in previous years, earn- 
ings on the preferred would have been 
nearly 12 per cent., against 6.8 per cent. 
in 1910. 

It is positively stated by the manage- 
ment that, in the absence of any ex- 
traordinary disaster, the company will 
earn 15 per cent. or more on the pre- 
ferred in 1912. The preferred is en- 
titled to 7 per cent. cumulative divi- 
dends.. These are now about 35 per 


somewhat overdiscounted its pros- 
pects; yet the most remarkable thing 
about the incident is that this stock 
continued to sell below 12 at so late a 
date as last February. 

In this connection it is interesting 
to note the prices of several other in- 
dustrial common stocks, preceded by 
7 per cent. preferred issues, as shown 
in the table herewith. It will be ob- 
served that each one of the other five 
stocks given had, at some time within 
the five years, shown lower earnings 
than Can has shown at any time within 
the five years. On the other hand, 
some dividends have been paid on sev- 
eral of these common stocks, namely: 
Locomotive common, 5 per cent. in 
1907, 334 per cent. in 1908; Steel- 
Spring common, 4 per cent. in 1907, 





Price of Can Common Compared with Similar Stocks. 





Present 
Pref. price of 
divs. common. 





lam Earned on preferred. —~ 

1907. : 1909. 1910. 1911. 
American Can ......... 64 6.6 6.7 6.8 11.8* 5 41 
Bethlehem Steel ........ 10.8 24 5.3 13.4 13.6 0 38 
American SASS, » 25.4 18.1 3.9 8.3 14.3 7 45 
OUEST g cccascccace ES 5.7 12.3 13.0 7.3 7 37 
SO eee 20.3 1.2 —5, 12.5 7.1 7 37 
Sloss-Sheffield 21.8 14.4 16.8 10.0 6.0 7 58 


*Assuming average charges for depreciation. 


Car Co. stock. 


ftExcluding profits from sale of Canadian 





cent. in arrears and the company will 
begin to pay them off January, 1913, 
as fast as surplus earnings permit. 

Under these conditions it is not sur- 
prising that the price of the preferred 
stock advanced from a low of 62 in 
1910 to a high of 121% in May, 1912. 
We may figure that the stock, on a 
sure 7 per cent. basis, is worth about 
par, while the excess of the price above 
par roughly represents the arrears of 
dividends, to be paid off within per- 
haps four or five years. 

The advance in the common stock 
from 11% in February, 1912, to 43 in 
May, was spectacular and perhaps 


3 per cent. in 1908; Sloss- Sheffield 
common, 5 per cent. in 1907, 4% pet 
cent. in 1908, 534 per cent. in 1909, 
33% per cent. in 1910. But Sloss-Shef- 
field, again, shows a continuous decline 
in earnings throughout the five years 
—a decidedly unfavorable feature. 

A price of 40 for Can common is cer- 
tainly speculative, in the sense that it 
is based on prospects for the future 
rather than upon past performances; 
but a certain degree of speculative 
value must be admitted to attach to a 
common stock when the earnings on 
the preferred, after showing a gradual 
increase since the formation of the 











WHAT IS CAN 


COMMON 


WORTH? 267 


Growth of American Can Co. Since Formation. 


(000 omitted.) 

Net Chargedto Plants,Real NewCon- Working 

Earnings. Depreciation. Estate, eic. struction. Capital. 
BEER eS $5,41 : $71,235 $8,907 $10,647 
i icisn-on<s anche 3,456 633 73,199 7,654 8,618 
ARRON: 3,301 545 73,780 6,196 8,066 
Cd tcudeguntaden 3,111 405 74,082 5,691 7,223 
1907... 3,246 594 73,965 5,096 6,701 
ee Fs 2,534 420 74,568 - 4,345 6,158 
EE eee 3,096 200 75,018 2,858 7,489 
Ds <ctegakemanten 2,394 ave 75; 2,747 6,649 
SE nis gnsndPecy lanl ate 886 : 75,298 1,808 7,013 
Sin ivankwdicvalidee Not reported. 75,256 7,609 








company, were nearly doubled during 
the somewhat depressed year 1911, and 
have continued so far in 1912 on a still 
higher basis. 


BASIS OF CAN’S PROSPERITY. 


It is to the pure food agitation that 
the American Can Company is chiefly 
indebted for its present prosperity. 
The various Pure Food Commissions, 
State and national, have resulted in a 
great improvement in the quality of 
canned goods generally, and this im- 
provement has brought such foods into 
greater favor with consumers, causing 
a larger sale and consequently a bigger 
demand for containers. 

Another and equally important re- 
sult of the public discussion of pure 
foods has been to make the house- 
keeper suspicious of foods sold in bulk, 
giving a strong impetus to the trade 
in package goods of all kinds. Many 
of these packages are tin, and the Can 
Company has benefited correspond- 
ingly. 

A large part of the increased busi- 
ness has been in the type of can known 
as “sanitary.” The manufacture of 
this can on a commercial scale was be- 
gun only recently and was a decided 
help in swelling the earnings for 1911. 

The company is now making 40,000 
different kinds of containers, against 
27,000 five years ago, and officials pre- 
dict that the number will be 50,000 
within three years. It is also manu- 
facturing a cheap but practical adding 
machine at a good profit. The com- 
pany does about 35 per cent. of the 
business of the country and does not 
seek to increase this proportion. It is 
not believed to be vulnerable under 
the anti-trust law. 


On the other side of the ledger, the 
fact must be noted that some of the big 
consumers are beginning to manufac- 
ture their own containers. The Amer- 
ican Tobacco Company has led the 
way in this, and other large producers 
are likely to do the same in time. 

The table showing the growth of the 
American Can Company indicates a 
steady and _ satisfactory progress 
throughout its history. Conspicuous 
features are the big jump in net earn- 
ings for 1911, which has been fully 
maintained or further increased in 
1912; the liberal charge for deprecia- 
tion in 1912, presumably to make up 
for some discrepancies in this item in 
previous years; a constant increase in 
new construction, all of which has been 
paid for out of earnings; and the satis- 
factory growth of working capital with 
the development of the company’s bus- 
iness. 

It is also noticeable that the value 
of “plants, real estate, etc.,” as shown 
in the company’s balance sheets, has 
been reduced over $4,000,000 since 
1903, in spite of the heavy new con- 
struction year by year. As a whole, 
the showing must be considered highly 
satisfactory. 

The sensational advance in the price 
of the common stock during the first 
half of 1912 gave rise to numerous 
rumors about the immediate payment 
of all arrears in dividends by a bond 
issue, placing of the common stock on 
a dividend basis, etc., all of which, 
doubtless, originated in the excited 
imaginations of speculators. 

D. G. Reid, chairman of the Board of 
Directors, and a leading factor in the 
company’s management, is himself a 
bold and generally successful operator 
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and does not seem to have made any 
pronounced effort to squelch rumors of 
this kind. He is understood to have 
been a large buyer of the common 
stock at lower prices, and so far as can 
be discovered still holds the greater 
part of his purchases. 

On the decline to 32, last June, Can 
common appeared to be decidedly 
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scarce and a sharp recovery ensued. 
Undoubtedly the stock impressed 
many careful observers as a good spec- 
ulation at that price. Whether it is 
still a good speculation ten points 
higher may be questioned, for after 
all rosy prospects are entirely a dif- 
ferent thing from assured accomplish- 
ments. 


A Small Profitable Investment 


How to Invest a Few Hundred Dollars for Both Income and Profit 


HERE are in the United States 
many thousands of small investors 
who have but a few hundred dol- 

lars to invest and wish to make the most 
of it. They are, of course, divided into 


two classes: First, widows, children and 
dependents who can by no means afford 
to take any chance whatever of any loss 


in principal ; and second, men and women 
belonging to the wage-earning or 
salaried class, and having a small yearly 
surplus available for investment. Of 
these two classes the former is hardly 
worth discussing in this connection, be- 
cause 4 per cent. can be obtained from 
savings banks, whereas investments hav- 
ing an equal degree of safety can seldom 
be bought so as to yield more than 4% 
per cent. For those of small means who 
can afford to take no risk whatever, it 
is therefore the best policy as a gen- 
eral rule to leave the investment markets 
alone, and put their savings into savings 
banks or building and loan associations 
or small mortgages. 

It is the second class, receiving regular 
wages or salaries, to which this article 
is addressed. These small investors can 
afford to take a moderate degree of risk 
in order to enlarge their income; and as 
a matter of fact, people of this class, 
even during the past few years, have lost 
tens of millions of dollars through buy- 
ing the stocks of irresponsible or fraudu- 
lent concerns. Most of these stocks are 
so plainly worthless, or at least unsafe, 
that we are inclined to be unsympathetic 
with those who are simple enough to buy 
them. We should, however, consider 


that in the investment markets as else- 
where the advantages accrue to him who 
hath. 

Not only does the large investor have 
the advantage of being able to select 
from all classes of securities regardless 
of denomination, but he also has at his 
disposal the expert advice of bankers, 
bond houses and engineers. The small 
investor has in the past been shut out of 
most bond investments, because the great 
majority of bonds are of thousand dollar 
denominations; and the same feature 
prevents him from buying short term 
notes. More recently some notes of $500 
denominations, and a considerable num- 
ber of bonds of $500 or even $100 de- 
nominations have been issued, and some 
houses are making a specialty of dealing 
in them. 

Most of these bonds and notes, how- 
ever, do not offer much more than a 
savings bank return, while the small in- 
vestor of this class enters the security 
markets for the very purpose of getting 
a larger return. Again, the large in- 
vestor, as a general rule, is a business 
man of wide enough experience in man- 
agement to have become himself more 
or less expert in judging the earning 
power of a corporation and the outlook 
for its securities. The recipient of a 
moderate salary or a wage, on the other 
hand, is engaged in more or less mechan- 
ical routine work, and lacks the business 
training necessary to enable him to dis- 
criminate between good and poor securi- 
ties. In short, the smaller the amount 
to be invested the greater is the difficulty, 








A SMALL PROFITABLE INVESTMENT. 


even for the expert, of investing it 
wisely, and the less is the degree of 
judgment and discrimination with which 
the actual possessor of the small sum is 
equipped for making the difficult selec- 
tion. 

To lay down rules for the handling of 
a small fund would be quite futile, not 
only for the above reasons but also be- 
cause financial history never repeats it- 
self. Every great change in the values 
of securities, and in the movements of 
security markets, throughout our entire 
financial history has occurred unexpect- 
edly. In order to be of service to the 
owner of a fund of a few hundred dol- 
lars, we must therefore suggest particu- 
lar securities in which to invest it; and, 
bearing in mind that it is desired not 
only to obtain an income better than 5 
per cent., but also to secure a profit on 
the principal, the stocks shown in the 
table herewith are suggested for con- 
sideration. 
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of practical safety of principal, together 
with a good return and a prospect for 
reasonable profits. These are the feat- 
ures the investor of this class wants; 
and it will be found upon close study 
that all these features can be obtained so 
as to get a yield of over 6 per cent., to- 
gether with good future prospects. One 
share each of the following stocks would 
involve only a little more than $600. 


pe I Re ppp tee neta $109. $6.00 
an FO PRPS ee 81. 5.00 
Sie OM fd sesaeuchee ae 112. 6.00 
1 Am. Ag. Chem. pf.......... 100. 6.00 
SCR EEE 109. 7.00 
B. We a MND Wile mc csasicase 108. 8.00 

BE owas cdbedisceessvaned $619 $38.00 


Income on this investment amounts 
to 6.1 per cent. It remains to inquire 
how the list is made up and what is the 
outlook for it. 

To begin with, Atchison and South- 
ern Pacific are splendid railroad proper- 
ties operating in a rich and growing ter- 





Dividends, Earnings and Yields of Selected Stocks. 


Div. Per Ct. 

Stocks. Rate. Earned. 

Atchison common .......... 6% 9.30% 
Chesapeake & Ohio......... 5 5.14 
Great Northern pref........ 7 8.34 
Norfolk & Western......... 6 8.98 
Pennsylvania R. R.......... 6 7.47 
Southern Pacific............ 6 9.56 
SE RE on icc eucasaee 10 16.61 
Amer. Agri. Chem. pref.... 6 13.95 
Amer. Car & Fdy. pref...... 7 9.46 
Amer. Loco. pref........... 7 14.26 
Amer. Smelt & Ref. pref.... 7 17.90 
U. S. Rubber Ist pref...... 8 13.44 
CG EE Bite ssvarcasecce 15.35 


Price. Yield 

Fiscal Year. Aug. 10. on Price. 
Del Dek caveseks 109 5.5% 
ne ce eae 81 6.2 
_ yy © . oe 143 49 
os & ees 119 5.1 
 & Sy See 124 48 
June 30, 1911 112 54 
Se are 173 58 
pg | ere 100 6.0 
Agel Gy WSs. cccecces OU 6.0 
Py 6 eee 109 6.4 
OS 109 6.4 
March 31, 1912........ 108 74 
oS = Oe 112 6.3 





Of this list Great Northern preferred 
and Pennsylvania should be considered 
high grade investments. The very 
good, but not strictly gilt edge invest- 
ments, here included, are Atchison, Nor- 
folk & Western, Southern and Union 
Pacific, Agricultural Chemical preferred, 
Car & Foundry preferred and U. S. Steel 
preferred. Chesapeake & Ohio, Amer- 
ican Locomotive preferred, American 
Smelting preferred and U. S. Rubber 
preferred are regarded as semi-specula- 
tive investments. 

Manifestly, the man with a few hun- 
dred dollars to invest is not going to buy 
the whole list, and a particular selection 
is therefore suggested, this being 
framed so as to afford the best chance 


ritory, and containing every promise that 
one could ask. It is more than probable 
that both of these stocks within a few 
years will become strictly gilt edge in- 
vestments. The fate of Chesapeake & 
Ohio is linked with that of our soft coal 
trade, and the latter is growing by leaps 
and bounds. In 1911 this road carried 
17,298,931 tons of mine products, mostly 
soft coal, as compared with only 8,948,992 
tons in so recent a year as 1905. In the 
short space of six years coal traffic thus 
nearly doubled, and there are indica- 
tions that we are entering upon a period 
of renewed prosperity for the manufac- 
turing industries—in which event there 
will be a further substantial increase in 
the demand for soft coal. Indeed, in 
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view of Chesapeake’s honest and effi- 
cient management, one might almost say 
that the soft coal trade cannot expand 
without making this stock more valuable, 
and that the business of the United States 
cannot prosper without making the soft 
coal trade expand. 

The American Agricultural Chemical 
Company is also in a good position. 
Profits the past year have been reduced 
by the shrinkage in the prosperity and 
purchasing power of the farmer. Last 
year’s crops were upon the whole nearly 
8 per cent. smaller in total quantity than 
those of 1910; and this meant higher 
operating costs, smaller net profits for 
the farmer, and reduced purchases of 
fertilizer. Now, however, the crop out- 
look is good, and the fertilizer com- 
panies the coming year should show satis- 
factory earnings. The American Loco- 
motive Company is in a similar position. 
because of the small purchases of loco- 
motives made in recent years by our rail- 
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roads, the short supply on hand at the 
present time, and the necessity for more 
liberal buying on the part of the rail- 
roads. In like manner, the United States 
Rubber Company is favored by the great 
activity of the automobile manufacturing 
business, and by the constant increase in 
the use of motor trucks. 

Hence, while there is not a single 
strictly high grade investment in this 
suggested list, every stock included pos- 
sesses much promise of larger earnings 
and continued improvement. The mis- 
take is often made of buying the purely 
speculative grade of dividend-payers in 
order to secure both the high return and 
the chance for a profit on the principal, 
and of doing this in the belief that one 
is acting conservatively. Speculative 
stocks, however, even though they pay 
dividends, are subject in a bear market to 
shrinkages of 25 to 40 per cent., and it 
is far more conservative to put one’s 
money into stable issues. 


What “Popular Opinion” Is Based On 


ORGET not that the World believed in 

witchcraft fully 1,500 years. 

The existence of Evil Spirits—to wit, De- 
mons, Witches, Wizards and others of that 
ilk—was once so universally Credited that the 
early Christians had a Census taken of them. 

In support of this we find, in certain grave 
and reverend records, that the number of 
above named Undesirable Citizens was given 
at 7,405,926 of “Population.” 

(Observe the precision of the figures.) 

Many thousands of these were killed off by 
the Christians later on, according to reports 
of contemporary Scribes. 

For instance, the said Christians judicially 
executed about 7,000 persons at Trier, in Ger- 
many, all convicted of being “grievous 
Witches, Wizards, and Workers in Black 
Art.” 

On a single day, at Toulouse, in sunny 
France, they executed over 400 Poor Devils 
on similar charge. 

Other enterprising Towns and Countries did 
their share toward the putting down of 
Witchcraft, as Historians of the time have 
chronicled, with some hint of Pride in the 
achievement. 

Here, in America, our opportunities for 
thus distinguishing ourselves came late. 

But, nearly three centuries after the Tou- 
louse incident we killed off forty of our worst 


Witches and Wizards as per the archives of 
New England. 

Among these were the 19 we hanged at Sa- 
lem, and the Old Man of four-score years 
whom we there pressed to death by way of 
variety. 

Only 47 years ago a man died prematurely 
in enlightened England because “Popular 
Opinion” in his neighborhood believed him a 
Wizard. ; 

Of course we know now, my dear Solon, 
that no such thing as Witchcraft ever existed. 

But that fact does not alter the popular tend- 
ency to jump at conclusions or bring back to 
life the great army of human beings who were 
Burnt at the Stake, Tortured to Death, or 
Publicly Drowned by a “Popular Opinion” 
which was as sincere and mistaken as “Popu- 
- weal on other issues can be in the year 
1912. 


The foregoing is cited merely to shed some 
light upon the intrinsic value of “Popular 
Opinion.” 

—Particularly when that “Popular Opinion” 
is based largely upon vague Tradition, simple 
“Say-so,” Ready-made-Beliefs, | Hand-me- 
down Axioms, “Guff,” “Con” and Dogma of 
the dog-gone variety,— 

—Instead of being based upon /nvestigated 
Information, Unbiased Evidence, and Sure 
Knowledge of clearly-proven Facts, boiled 
down and pre-digested—John E. Kennedy, in 
Advertising and Selling. 








Monthly Net Earnings 


HIS table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 


annual results. 


Atch., Top. 

Atlantic Coast Line 

Baltimore & Ohio 

Boston & Maine.‘ 

Buff., Rochester & Pitts... 
Canadian Pacific 

Central of Georgia........} 
Central R. R. of N. 
Chesapeake & Ohio 

Chicago & Alton 

Chic., Burl. & Quincy....May 
Chic, Gt. Western........May 
Chic., Mil. & St. Paul....June 
Chic. & Northwestern 

Cleve., Cin., Chic. & St. L. June 
Colorado & Southern 
Delaware & Hudson 

Del., Lack. & Western.... 
Denver & Rio Grande 

Erie 
Great 
Hocking Valley 

Illinois Central 

Kansas City Southern.... 
Lake Erie & Western 

Lake Shore & Mich. So...June 
BBP errs May 
Long Island 

Louisville & Nashville. 
Michigan Central 

Minn. & St. Louis........ June 
Minn., St. P. & S. S. Marie.June 
Mo., Kan. & Texas 

Missouri Pacific 

National Rys. of Mexico. .June 
N. Y. Central 

N. Y., Chic. & St. I 

/ a % 


Northern 


Northern Pacific .........May 
Pennsylvania R. R 

Pere Marquette 

Pitts., Cin., Chic. & St. L.June 
BEE wcnvcecesconcenee May 
Rock Island 

Seaboard Air 

St. Louis & San Fran.... 

St. L. Southwestern 

Southern Pacific 

Southern Railway 

Texas & Pacific 


Wabash 

Western Maryland 
Wheeling & Lake Erie.... 
Wisconsin Central 


*Fiscal yr. ends June 30. 


Current 
month. 


$3,136,880 
406,888 
2,475,516 
1,223,005 
365,548 
3,846,603 
210,737 
373,440 
1,141,103 
282,982 
1,390,548 
156,659 
1,479,925 
2,656,050 
582,102 
213,654 
1,143,494 
1,296,968 
592,344 
892,155 
2,006,103 
240,450 
1,116,754 
236,285 
96,389 
1,462,689 
670,788 
336,856 
1,165,212 
776,864 
173,742 


2,702,216 
1,358,979 
def. 99,628 
95,014 
2,359,780 
265,588 
204,240 
256,184 
206,741 


Change from 


last yr. 


+$221,165 
—75,692 
+213,786 
+328,780 
+196,649 
+821,932 
+34,481 
—773,753 
+292,272 
—57,568 
—388,044 


—602,566 
—275,164 
—10,578 
+31,652 
+81,912 


tFiscal yr. ends Dec. 31. 


Fiscal yr. 
to date. 

$36,479,156" 
9,522,580* 
27 ,884,785* 
9,931,010* 
3,078,139* 
43,298,243* 


3,783,997" - 


11,046,156* 
11,654,189* 
3,188,865* 
25,856,405* 
2,547,380* 
15,379,587* 
20,794,649* 
2,911,8297 
4,344,372" 
3,372,9777 
12,498,466* 
6,295,885* 
12,483,737* 
28,550,053* 
2,445,193* 
7,812,718* 
2,984,271* 
477,401¢ 
7,743,601¢ 
10,413,649* 
619,237 
15,640,290* 
4,205,5777 
1,443,708* 
6,396,142* 
6,980,870" 
12,188,708* 
23,012,536* 
11,105,6947 
1,439,5317 
22,829,046* 
1,797,477* 
14,065,807* 
23,171,443" 
18,109,3547 
3,267 ,624* 
4,533,872t 
1,803,929" 
17,953,359* 
5,724,817* 
13,390,775* 
3,150,072* 
39,412,889* 
19,894,092* 
564,5757 
1,019,828* 
31,219,413* 
5.204,280* 
2.130,582* 
2.459,811* 
2.313.713* 


Change from 
last fisc. yr. 
—$287,707 
— 372,082 
+ 2,505,848 
+699,749 
+89,593 
+6,598,412 
+112,011 
—439,610 
+864,393 
—534,413 
—1,167,851 
—392,016 
— 2,542,689 
—974,582 
—7,025 
—1,145,581 
—369,155 
—1,820,658 
—1,138,149 
—2,073,349 
+4,912,319 
+ 168,248 
—6,740,849 
—638,681 
+133,451 
+ 2,082,000 
—2,102,553 
+83,981 
+ 1,064,841 
+1,085,625 
—620,987 
+2,475,535 
—1,477,908 
+-1,637,139 
+-357,460 
—84,247 
+ 138,906 
+ 1,574,244 
—751,616 
+1,466,565 
—275,536 
-+-1,295,809 
+139,226 
+ 322,056 
+ 197,284 
1,478,431 
—758,619 
—448,053 
+219,952 
—3,352,089 
+475,820 
—226,081 
+71,216 
—4,493,828 
—2.313.575 
—200,392 
+403,371 
+612.548 


Stock outstanding 
(in millions). 
’ er 
Pref. 
114 


Ist, 8; 2d, 8 
None 
None 
49 
Ist, 47; 2d, 16 112 
209 None 
None 11 
None 109 
21 30 
il ll 
None 49 
Sue 60 
None 12 
None 60 
None 18 
5 15 
12 25 
13 63 
None 83 
Ist, 57; 2d, 240 149 
None 222 
ist, 5; 2d, 11 14 
None 157 
None 58 
22 85 
None 248 
None 453 
12 16 
27 37 
Ist, 28; 2d, 42 
49 
23 
ist, 4; 2d, 15 
19 
None 
60 
None 
10 
99 
39 
10 
Ist, 4; 2d, 11 
il 
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The Investment Digest 


HE sources of items are indicated as follows: *Leading financial and investment 


publications. +Banking and Stock Exchange houses. 


§From official sources. 


Neither “The Magazine of Wall Street” nor the authorities quoted, guarantee the in- 


formation, but it is from sources considered trustworthy. 


Owing to the vast 


amount of information condensed into these pages, many abbreviations are necessary. 


Atchison.—tThe exceedingly strong posi- 
tion of the system, rivaling, as it does, 
that of the Pennsylvania, is not generally 
realized. On Mar. 31, 1912, balance sheet 
showed net working capital $30, 810,988, not 
including materials and supplies of '$16,824,- 
837. Cash on hand and in banks amounted 
to $42,378,756. During the last ten yrs. divs. 
of $56,441,779 have been paid on com. alone, 
and $57,086,900 on pref., total, $113,528,679. 
Judging from the present indications, the 
com, div. balance promises to be equivalent 
to about $8.70 per share against $9.30 last 
yr. The road is said to be as physically 
fit as any in its section, and expenditures 
of over $22,000,000 are being planned for 
double-tracking, regrading, and equipment. 
Co.’s business for 4 weeks of July increased 
rapidly, 12% first week, 15% second, 20% 
third and 26% fourth. July loadings 
showed increases of 1,000 cars of grain, 
2,500 cars of miscellaneous freight and con- 
siderable lumber and oil. 


Am, Agri. Chemical.—*It will be a mat- 
ter of several weeks before definite results 
of operations for fiscal yr. ended June 30 
last are known. But sufficient facts avail- 
able warrant statement that fertilizers sales 
themselves cannot expect to show any 
increase in net over 1911. That would mean 
manufacturing profits of $3,300,000 and sur- 
plus for the $18,500,000 com. of over 8%% 
compared with 9.0% in 1911 yr. on $1,400,- 
000 less stock. But, during yr. just ended, 
Co. came to final settlement with the Ger- 
man Potash interests. As a result Co. has 
had a credit item of over $400,000, equal 
to better than 2% on com. If Co. absorbs 
this in income as an offset to operating ex- 
penses, it will, of course, not appear in the 
earngs. statement, and net profits are likely 
to be nearer 10% than the 84% first men- 
tioned. An increase of 20% to 25% in 
total production was planned as a result 
of buying and building six new southern 
plants. It is doubtful if this new business 
resulted in any material profit this late yr: 


American Can.—7}Co. incorporated in 1901. 
D. G. Reid is chairman of Board of Direct- 
ors and has been leading factor in Co.’s 
mgmt. since organization. Pref. is 7% 
cumu. and now due on stock in back div. 
35%. In past five yrs. Co. has shown 
earngs. over and above 5% paid on pref. 
as follows: 1911, $854,674; 1910, $761,307; 


1909, $694,487; 1908, $644,599; 1907, $590,727. 
Thus in each yr. Co. earned more than 
pref. 7%, but after allowing 7% on pref. 
there was never available more than $30,000 
on com. It is therefore a question as to 
how Co. could be able to suddenly pay off 
35% back div. It is improbable that litiga- 
tion with Vulcan Detinning can delay any 
div. policy as total amount involved is only 

00,000 and Co. has surplus of $7,675,000 
and working capital of over $10,000,000. 
Fruit crop this yr. much better than last. 

—*Co. willl earn 15% or more this yr. on pref. 
stock, and as but 5% will be paid for 1912 
on pref., there will be an excess of 10% 
left for payment of back divs. on pref., 
which will start Jan. 1, 1913. The first week 
of Dec. will see the last 14% paid on pref., 
as directors will declare 134% in regular 
div. and between 1%% and 2% in back 
payments. 


Am. Cotton Oil.—*Aug. is the final mo. 
in fiscal yr. of Co. From returns to date 
it seems that Co. will show about 4% 
earned on com. In fiscal yr. ended Aug. 
31, 1911, Co. earned nothing on com. and 
only 3% of the 6% pref. The outlook for 
com, stockholders this yr., in spite of the 
improved earngs., is not bright. 4% on 
com. would mean $800,000, or $42,000 in ex- 
cess of the deficit of last yr. The report 
for current fiscal yr. will not be made public 
until Nov. 


Am. Hide & Leather.—*Co. reports for 
quarter ended June 30 net profits of $260,- 
469, compared with $85,983 in same quarter 
last yr. For the fiscal yr. ended June 30 
net profits were $367,153, against $58,825 in 
the previous yr. Operations for yr. to June 
30 averaged about 65% of normal, and at 
present are running at close to 70%. Net 
earngs. for interest and charges of $1,027,- 
000 for the 12 mos. to June 30 are a 40% 
improvement over last yr. They leave a 
balance of almost 3% on the stock com- 
pared with less than 4% in the 1911 period. 
On June 30 the bonds owned by the public 
aggregated $5,825,000. Working capital on 
June 30 of $8,854,368 was therefore a full 
$3,000,000 or 60% in excess of the bonded 
debt. Am. Hide has plenty of assets. Dur- 
ing yr. Co. spent upwards of $250,000 on 
plant improvements out of current assets. 


Am. Locomotive.—*Net earngs. for fiscal 
yr. ended June 30 were just about sufficient 
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to meet all charges and pay divs. on pref. 
The Co. will issue annual report towards 
end of Aug. The R. Rs. did not begin to 
purchase motive power to any extent until 
about Feb. this yr. Since that time, the 
demand for locomotives has been steady. 
Since Jan. 1, Co. booked orders for nearly 
1,200 engines, of which number 235 were 
placed since first of July. Operations are 
now at nearly 70% of full capacity, com- 
pared with half that figure at same time last 
yr. Monthly earngs. have also been show- 
ing a gradual increase, and net profits for 
past three mos. were very satisfactory. 
The manufacture of auto trucks has been 
steadily increasing during past few yrs. 
For payment of fixed charges and pref. 
divs. nearly $2,500,000 will be required. 
This would compare with net earngs. of 
$4,122,870 in 1911; $2,597,949 in 1910, and 
$1,342,672 in 1909. 


Am. Smelt. & Ref.—*An advance of $5 
per ton in price of lead is of particular im- 
portance to Co. This is the second large 
advance within a mo. Co. is now having 
record earngs., as this yr. it is getting the 
benefit of an enormous copper production 
which it did not have in 1907, when it had 
its previous large earngs. Large earngs. of 
this yr. will undoubtedly be reflected in in- 
creased divs. in time. 


Am. Steel Foundries.—*Operations are 
running between 75% and 80% of capacity. 
In showing net operating earngs. of $480,- 
158 for the six mos. ended June 30, as 
against $49,357 for same period of 1911, Co. 
not only proves it has emerged from cloud 
of depression, but also gives evidence to 
which general equipment buying has re- 
vived. Net profits for the half yr. were 
$112,229, compared “with a deficit for same 
portion of 1911 amounting to $253,977. In 
other words, net gain was $366,206. 


Am. Tel. & Tel.—*Co. reports for the six 
mos. ended June 30, a total income of $20,- 
327,705, as compared with $18,203,624 for 
same period of 1911. Expenses were $2,- 
265,502, compared with $1,782,461, leaving 
net earngs. of $18,062,203, compared with 
$16,421,163. Interest charges decreased 
from $2,865,885 to $2,761,119, leaving surplus 
for divs. of $15,301,084, compared with $13,- 
555,278. Divs. paid increased from $10,769,- 
555 to $12,635,719 and surplus after divs. was 
$2,655,365, compared with $2,785,723. Divs. 
were paid in second quarter of yr. on $321,- 
442,100 capital stock and surplus for divs. 
of $15,301,084 was equal to 434% on this 
amount. This is at rate of 914% per ann., 
compared with 8% paid in divs. 


Am. Tobacco.—*Co. has declared a special 
cash div. of 20% on com. stock, in addition 
to regular quarterly div. of 2%%. Co. also 
announces distribution of 12,000 shares of 
stock of Am. Machine & Fdry. to holders of 
Am. Tobacco com. All these divs. are pay- 
able Sept. 3 to stock of record Aug. 15. Erngs. 
are running over 35% on com. stock. 
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Am, Woolen.—*Co. has sold enough woolens 
and worsteds to insure continuous operation 
through balance of yr. at 80% capacity. 
Preliminary sales absorbed 65% to 70% of 
estimated production, so that if Co. gets the 
higher range of prices on remaining 30%, 
it will make a handsome profit. The out- 


look is that the 7% pref. div. will be earned 
be the largest balance of any yr. 
1909. 


since 


Baltimore & Ohio.—fThe forthcoming 
annual report will be the best ever put out 
by the Co., not only in gross, but in balance 
for divs. Business handled is making new 
high records with each succeeding mo. 
Traffic is 11% ahead of last yr. Operating 
revenues in June amounted to $8,314,800, a 
gain of $853,100 over June of last yr. Ex- 
penses of operation gained $640,000 and ate 
up 70.2% of gross against 70.9% last yr. The 
road is now in a position to handle from 
$10,000,000 to $15,000,000 more business an- 
nually with comparatively small increase in 
expenses. A larger share of earngs. is be- 
ing turned back into property for mainte- 
nance and betterment of physical condition. 


Bethlehem Steel.—*Co.’s mills are run- 
ning on full time and during first half of 
1912 earngs. were equivalent to 8% on the 
com. after providing for the pref. at 7%. 
Co. is reported‘as having sufficient business 
ahead to keep the plant busy until well into 
next yr. Co. has been getting considerable 
foreign business recently in competition 
with foreign firms, including steel armor 
plate and guns for a Grecian battleship and 
guns for cast fortifications in Chili. Large 
premiums are being paid for certain steel 
products, but the mills are so congested as 
to make it impossible to take advantage of 
much business calling for prompt delivery. 


Brooklyn Rap. Trans—tAs now de- 
veloped, earning power for the first time 
appears large enough to permit payment of 
6% divs. on entire amount of stock, in- 
creased as it would be by conversion of all 
the 4% refunding bonds outstanding. If 
8% is shown to have been actually earned 
for the fiscal yr. ended June 30, 1912, figur- 
ing on the present amount of $45,000,000 
capital stock, it means $3,600,000 available 
for divs. In addition, the 4% interest on 
$35,000,000 of refunding bonds outstanding 
would, in conversion, also be available for 
divs., making a total annual earning power 
so available of $5,000,000. With conversion 
of all the refunding bonds, making a total 
of $80,000,000 capital stock, a 6% div. would 
amount to $4,800,000.—*Gross receipts of 
the system Sunday the 28th were $87,000, 
which is one of the largest days in the Co.’s 
history and within a few thousand of the 
highest daily income of Inter. Rap. Trans. 
—fThe annual report, showing earngs. of 
8.25%, will probably place B. R. T. shares 
in the ranks of investments. 


Canadian Pacific._—*Earning $123,000,000 
gross and $43,000,000 net in yr. to June, Co. 
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finished a 7 yr. period of earning growth 
without parallel in R. R. history. Gross in 
the late yr. gained $19,200,000, or 18%. On 
this side of the border Great Nor.’s gross 
increased $4,567,665. Not another large 
system operating west of the Mississippi 
added to its revenue last yr. Union lost 
about $3,000,000, St. Paul $2,000,000, Sou. 
Pac., Bur. & Northwestern over $1,000,000 
each. On basis of last yr.’s figures, Can. 
Pac. earned more than 21% for its $180,- 
000,000 stock. 


Central Leather.—*With sole leather at 
its highest prices in history it is important 
to note that hides are also higher than in 
50 yrs. One remarkable change is being 
worked out which is bound sooner or later 
to improve the investment position of its 
$33,299,050 pref. This is the practical elimi- 
nation of all floating debt. At end of the 
1911 yr. Co. was carrying $15,955,000 bor- 
rowed money. At close of 1911 fiscal period 
Co. had cut this down to $5,519,500. The 
current yr. will see the elimination of all 
floating debt. In fact, it is more than prob- 
able that Co. will have by Dec. 31 a cash 
surplus of several millions. 


Chicago & Alton.—*The advent of B. A. 
Worthington as president of Chicago & 
Alton has marked the dawn of a new era 
of the property. Worthington was the 
nominee of the Union Pacific for the posi- 
tion and the wishes of the larger R. R. will 
naturally be considered in every detail in 
the management. Union Pac. has for some 
yrs. had a big block of Alton shares, but, 
until the recent practical guaranteeing of 
the latter’s financing, has not had actual 
control. Expert examinations of the prop- 
erty for the new control suggested the ex- 
penditure of some $10,000,000 for equip- 
ment,, trackage and other improvements. 
Alton’s management in the past has dis- 
tributed unearned divs. for the benefit of 
the Clover Leaf treasury to aid that Co. 
in meeting its fixed charges assumed in 
etting control of Alton. Alton & Clover 
f.—*Judged by 11 mos. earngs., Alton 
and Toledo will fail to show interest earned 
by about $300,000 and $200,000 respectively. 


Chicago Great Western.—*Road has fully 
recovered from last winter. To third week 
of June, transportation yielded $12,527,997, 
which is gain over last yr. by $142,000. Re- 
port indicated earngs. at rate of 2.5% for 
pref. Co. will round out yr. with a total 
income of $2,705,000, as against $2,934,566 
for 1911. Fixed charges, including hire of 
equipment, will be in the neighborhood of 
$2,197,000, and their deduction will leave a 
sacples of roughly $500,000 to compare with 
$767,907. 


Chicago, Mil & St. Paul.—tThe manage- 
ment finds justification in the continuance 
of 5% rate on com. in the excellent crop 
and business outlook in the road’s territory. 
It now seems practically certain that crop 
tonnage will be 25% heavier than last yr. 
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and a pronounced revival in business is in- 
dicated.—*The regular semi-annual div. of 
2%% was declared on com. stock. The 
surplus of Puget Sound was all available 
for St. Paul’s div. purposes in yr. ended 
June 30, 1911. This yr., however, the $25,- 
000,000 4% Puget Sound bonds in hands of 
public meant $1,000,000 in charges and that 
much less to St. Paul. While Puget Sound 
was a little over $100,000 ahead of last yr. 
in 11 mos., it will probably earn only about 
1% on the $100,000,000 stock, all owned by 
St. Paul. For the yr. ended June 30, St. 
Paul, exclusive of Puget Sound, showed an 
operating income of $12,532,345. This is as 
far as the official figures go. 


Chicago & Northwestern.—*Co. is under- 
stood to have closed its fiscal yr. with a 
balance of between $200,000 and $250,000 
over the 7% div. on $130,117,000 com. stock. 
Weather last winter was the severest in 
40 yrs., and made it next to impossible to 
move trains. Chairman Highitt stated that 
it would have been money in the treasury 
at times if every wheel could have stopped 
turning and no trains had attempted to 
make runs. This extreme weather involved 
additional expense in engine maintenance 
alone of over $100, per mo. The best 
judges declare that a yr. of average opera- 
tions will enable Co. to get back to the 
9% or 10% balance for the com. formerly 
considered normal. Road is in no present 
need of further financing. $30,000,000 bonds 
have been sold in the last 5 mos., and road 
ended the yr. with a balance of between 
$18,000,000 and $20,000,000 cash. Figures 
published place surplus after charges for 
yr. to June 30 at $11,467,330. Deducting 
8% divs. on the $22,395,100 pref. the: balance 
for com was $9,678,422, or $570,218 in excess 
of the 7% div. requirements. 


Cities Service Co.—*The report for the 
12 mos. ended June 30 last was the most 
favorable ever issued by that organization. 
Net earngs. were a little over $1,000,000, 
and percentage earned on com. was slightly 
over 834%, compared with exactly 834% for 
12.mos. ended May 31. Co. has not failed 
to show better than 8% earned on the 
junior issue in any given 12 mos. since the 
property was organized, with exception of 
the first full yr.’s operations, when about 
7%% was shown. On Jan. 1 next the com. 
will be placed on a 5% per ann. basis. 


Colorado & Southern.—tAnnual report 
will show a balance of $1,500,000 for divs., 
equivalent to but $2.64 per share of com. 
after taking care of 4% divs. on first and 
second pref. The balance over 2% divs. on 
com. amounts to $200,000. The report will 
show that but $13,960,800 of business was 
carried in the 12 mos. ended with close of 
June, the poorest for 5 or 6 yrs. It repre- 
sents a decrease of $1,863,200, or 11.7%, com- 

ared with 1911, and $2,817,100, or nearly 
17%, compared with 1910. 

















Consol. Gas.—*Trustees are encouraged 
to tempt public attack on account of extra 
div. declaration, by three developments; the 
success of Brooklyn Union Gas Co.’s extra 
distribution; $250,000 cash received from 
N. Y. Mutual Gas Co.’s 14% extra div.; and 
by the Co.’s increased earngs. in the 6 mos. 
period ended June 30 last. In the 6 mos. 
ended June 30, the Co. earned fully 8% on 
$100,000,000 stock and may exceed this 
figure in the last 6 mos. of calendar yr., 
giving earngs. of the system for yr. of at 
least 16%. Last yr. 14% was earned and 6% 
paid. The gain in earngs. from the gas 
business has approximated 5% and from 
= business has moved a little above 
0. 


Denver & Rio Grande.—*The final mo. 
of the yr. has made it necessary to revise 
the earlier estimate, inasmuch as returns 
were much better than had been expected. 
Gross for last mo. aggregated $1,913,000. 
The auditor’s estimate of surplus after all 
charges for the yr., now stands, at $1,000,- 
000. This also is after deduction of $120,- 
000 for renewal fund, and amounts to only 
2%% on the $49,779,000 pref. Inasmuch as 
divs. are no longer paid the surplus with 
the available funds from sale of income 
bonds will be put back into the. property. 
After appropriating $2,400,000 of the pro- 
ceeds of these bonds for Western Pacific 
purposes, Co. had $7,200,000 available for 
its own investment and betterment needs. 
The first yr. of Western Pacific operations 
has yielded a total gross of $5,258,582 and 
an operating income of $807,274. The 
estimated earngs. for July are $525,000. 


Distillers Securities.—tIt is reported that 
for the yr. ended June 30, Co. earned about 
3.5% on its stock against 2.95% for 1911 and 
2.40 for 1910. Prior to 1907, when a tem- 
perance wave swept over the country, Co. 
used to earn 5 to 8%. The VW. S. Industrial 
Alcohol Co., which is a subsidiary of the 
Distillers Security Co., is, however, making 
substantial progress. Upon the whole, we 
do not see any very roseate outlook for 
Distillers com. 


Erie.—*In June Co. earned gross revenues 
of $5,000,000, or $100,000 in excess of same 
mo. last yr. Co. now doing the largest 
gross business in its history. Earngs. for 
the first week of July aggregated $1,065,000, 
the heaviest first week of July ever reported. 
Including June’s estimated results with the 
actual already reported for the 11 mos. to 
May 31, it appears that the Co. will show 
gross earngs. of $56,463,000 for full fiscal 
yr. The 2 mos. suspension of mining in 
the anthracite fields seriously affected the 
Co.’s business. April revenue from coal 
traffic declined $950,000, compared with same 
mo. preceding yr., while May revenues from 
same source showed decline of $780,000, a 
total for 2 mos. of $1,730,000. In April reve- 
nue from merchandise traffic increased $225,- 
000, and May increase from same source was 
$250,000. Since 1907 its merchandise busi- 
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ness has increased over 40%. Traffic agree- 
ment just entered into between Erie and Balt. 
& Ohio will open an entirely new field for 
Erie, which heretofore has not been able 
to get into southern territory. Erie will 
then be in position to handle traffic between 
Balt. and Chicago, which it has never be- 
fore been able to do. With opening up 
of Western Maryland extension to connect 
with Pittsburgh & Lake Erie at Connells- 
ville, Erie will have still another outlet to 
Baltimore. Co. has placed order for fifty 
new Mikado type freight locomotives, 500 
steel coke cars, and 300 automobile cars. 


General Chemical—*The Co.’s surplus 
available for distribution by Dec. 31 will 
total $5,500,000. Com. stock outstanding, 
when all installments of the new com. are 
aid on Feb. 1 next, will aggregate $9,414,- 
90. A 50% stock div., if such should be 
declared, would reduce the surplus by $,- 
700,000 to about $750,000. That would be 
a sufficient balance, considering the Co.’s 
earning power of nearly 25% on $8,550,000 
com. after pref. divs., and considering its 
reserve balance of over $700,000. James L. 
Morgan, secy. and treas., says that there 
will be no stock div. payable before the 
final payment, Feb. 1, of the fourth install- 
ment on $855,900 new com. stock. He says 
further that directors have taken no action 
looking toward the declaration of a stock 
div. Nevertheless, com stockholders are 
expecting that extra distribution will come 
to them. The pref. is entitled to 6%. cumu. 
Earngs. beyond those requirements belong 
solely to the com. 


General Electric—*For 6 mos. to June 
30 gross business booked was at the rate 
of $78,000,000 per ann. This is an increase 
of 10% over the rate for all of 1911 and 
nearly 15% more than orders taken during 
first 6 mos. of last yr. Co. is now making 
about 1,600,000 lamps per week. It makes 
80% to 85% of all electric lamps turned out 
in this country. Directors voted a stock 
div. of 30%. The div. voted calls for the 
issuance of $23,000,000 new stock. Surplus 
as of Dec. 31 last, was $29,019,892, so that 
balance of at least $6,000,000 will remain to 
credit of surplus after deducting this stock 
div. Such div. is to recoup the stockholders 
in part for divs. passed or reduced in a 
period of yrs. after 1893. For future finan- 
cial needs it is proposed to issue debentures 
from time to time, bearing interest at 5% 
or less, the total to be limited to $60,000,- 
000. Books close Aug. 6 and remain closed 
until Aug. 30, 1912. 


General Motors.—*During fiscal 12 mos. 
to end last of July, Co. is expected to pro- 
duce a gross over-turn of between $50,000,- 
000 and $55,000,000 and to sell rising 40,000 
cars. Both the Buick and Cadillac Co.’s pro- 
duction is entirely cleaned out and there is 
not a car at present available for sale in 
either factory. General Motors truck sales 
are increasing. During the selling season 
now practically ended, Co. has marketed 











278 


3,000 trucks. Co. has paid aff all of its 
loans, anticipating payment of those not 
yet due, and will shortly pay - oa on 
account of $1,500,000 payable Oct. 1. 


Gt. Northern.—(See Hill Roads.) 


Great Western Sugar.—tWe understand it 
is planned to list the shares of this Co. on 
the N. Y. Stock Exchange. Am. Sugar Re- 
fining Co. has been a large owner of stock 
of this Co., holding from 35% to 40% of 
total outstanding issue of $10,544,000 com. 
Great Western is one of the most pros- 
perous of the beet sugar Cos. Pref. pays 
7% and com. 5%, although earngs. past yr. 
on the latter issue were about 20%. Co. owns 
8 beet sugar plants, costing from $800,000 
to $1,000,000 each, and is building additional 
plants. It also has 700,000 acres of farm 
lands under cultivation with an additional 
400,000 acres being rapidly developed. It 
has $9,000,000 cash for its working needs, 
and its future is particularly promising. 


Hall Signal.—*Between 90% and 95% of 
Hall Co. have approved modified plan of 
readjustment. Under new plan, capital in- 
debtedness is increased from $2,250,000 to 
$6,500,000, or by $4,250,000. This will as- 
sure new corporation $1,000,000 fresh capi- 
tal. Orders now on books of Co. are suffi- 
cient to keep plants running at full capacity 
for 6 mos. The new Co. will have a capi- 
tal of $6,000,000, of which $3,000,000 will 
be com., $2,000,000 7% cumu. pref. and $1,- 
000,000 bonds. The older concern had a 
capital of $2,000,000, of which $1,900,000 was 
com. and $100,000 pref. 


Harriman Lines.—*Un. Pac. reported for 
yr. ended June 30 gross earngs. of $85,977,- 
609, a decline of $3,005,498 from the record 
of 1911. Operating expenses of $50,389,407 
were $581,573 greater than last yr. Sou. 
Pac. earned gross $131,525,171, a recession 
of $1,095,369. Un. Pac. earned slightly less 
than 14% on its com., compared with aver- 
age annual earngs. for 5 yrs. previous of 
17%4%. Amount earned on Sou. Pac. was 
744%, against an annual average of a little 
over 10%4% for 5 yrs. previous. The com- 
bined loss in surplus available for divs. was 
$11,613,000, to which may be added between 
$5,000,000 and $6,000,000 more for the Illinois 
Central. A large part of this reflects the 
losses from the machinists’ strike —TUn. 
Pac.’s report discloses a credit profit and a 
loss surplus of about $200,000,000. This 
surplus belongs to com. shareholders and 
is represented by cash and liquid assets. It 
is equal to over $90 per share of com. stock, 
and could easily be disbursed to com. 
shareholders without distintegrating the 
system and its subsidiaries. 


Hill Roads—*The 1912 annual reports of 


the three Hill roads show Gt. Nor. earned, 


in 1912, the biggest share balance in its 
history. Nor. Pac.’s stock surplus of $19,- 
900,000 against an average of $23,000,000 
during past 6 yrs. is not very gratifying, 
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but in view of fact that its line has recently 
been parallel for 1,400 miles by a competitor, 
Mr. Hill has reason to feel proud of its 8% 
share earngs. this yr. Burl.’s estimated bal- 
ance of $15,400,000, is $1,600,000 ahead of 
any previous performance, the $16,843,763 
shown in 1911 excepted. The three sur- 
pluses total $56,400,000, compared with $54,- 
802,997 in 1911, an increase of about $1,600,- 
000. Deducting 8% divs. on Burl.’s $110,- 
839,100 stock, all of which goes to pay inter- 
est on Great Nor.-North. Pac. joint 4’s, there 
remains of the $15,400,000 balance, an equity 
of $6,530,000 for Gt. Nor. and Nor. Pac., or 
$3,265,000 for each. Including this equity, 
Gt. Nor.’s balance would be $24,365,000, or 
11.6%, and Nor. Pac.’s $23,165,000, or 9.3%. 
From 1902 to 1912, inclusive, Burl. earned 
$146,000,000 and distributed $97,500,000, leav- 
ing $48,500,000 undivided. 


Illinois Central—*Co. has just made 
public the results of a yr. whose like the 
stockholders will not willingly see again. 
Harassed by strikes and floods, the road 
lost heavily both in gross and net. In yr. 
ended June 30 gross decreased $3,339,577. 
The results for June give hope that the 
worst iS past and that the road is again 
on its way to the 10.35% earned in 1911. 
In June ggoss earnings increased $362,277. 
Road is one of the well-managed in the U. S. 


Inter. & Great Northern.—*In the 4 yrs. 
from June 30, 1908, to June 30, 1912, gross 
revenues increased 47.7%, or at the rate of 
nearly 11% per ann. In the 7% mos. from 
Sept. 16, 1911, to April 30, 1912, the prop- 
erty earned $860,000 in excess of charges. 
Co. declared an initial div. of 1% on pref. 
Pref. stock issued in reorganization amounts 
to $5,000,000 and is entitled to non-cumu. 
divs. at rate of 5%. It is expected divs. 
will be paid quarterly hereafter. Since dis- 
charge of receiver in Sept. last the prop- 
erty has been ‘earning at annual rate of 
about 30% on pref., or 5% on pref. and 20% 
on $6,500,000 participation certificates is- 
sued by the holding Co. which owns Co.’s 
com. stock. 


Inter. Harvester.—*With close of the 
1912 business, the equity of shareholders in 
excess of par of their shares -will probably 
amount to more than $30,000,000 as repre- 
sented by the profit and loss surplus. This 
is equivalent to about $40 per share for the 
$80,000,000 com. stock. In view of Govern- 
ment suit, and outstanding $20,000,000 of 
notes wiiich still have 2% yrs. before 
maturity, the distribution of accumulated 
surplus does not seem imminent, but the 
equity remains to stockholders’ credit and 
is increasing steadily. 


Inter. Paper.—*Had Co. closed its fiscal 
yr. on June 30 last as was the case up to 
1912, it would have shown a balance earned 
for the $22,406,700 pref. of slightly better 
than 10%. But the date of the fiscal yr. 
has been altered to coincide with the 
calendar period. July and Aug. are dry 

















mos. when production is interrupted by lack 
of water This yr., however, Co. had 
a big stock of ground wood pulp on hand. 
So even if dry weather lasts 6 weeks more, 
the Co. can go on turning out its daily 98% 
to 100% of normal production. This means 
1,650 to 1,700 tons of paper daily, for which 
there is a steady demand at existing prices. 


Inter. Rap. Trans.—*Co. started its new 
fiscal yr. with a gain of $5,800 per day, or 
$180, for July, all of which came from 
the subway, as there was a slight decrease 
in elevated gross. Co. is understood to have 
carried on many days this spring not less 
than 3 times the number of passengers 
which it was originally designed to acom- 
modate. Co. earned 18.6% on its stock. 
Divs. paid amounted to 15%. Of this div. 
10% was required by Inter.-Met. to pay in- 
terest on its collateral trust 4%4’s and take 
care of sinking fund requirements. In ad- 
dition, Inter.-Met. has to pay about $400,000 
as interest on short-term notes and other 
additional minor charges. 


Kansas City Southern.—The report will 
show $9,272,859 of business was carried, a 
decrease of $722,315, or 7.2%, as compared 
with the 1911 yr. Operating expenses and 
taxes consumed 72.7% of gross against 
67.7% in previous fiscal yr. Charges will 
be increased about $167,000 over 1911 fiscal 
yr. owing to sale of $5,000,000 ref. & imp. 
5’s in Feb., 1911. The decline in gross was 
due to quiet trade in the south and south- 
west during early mos. of yr. 


Mexican Petroleum.—*The Co. is really 
a holding Co., its properties being held en- 
tirely through subsidiaries. Own or control 
about 600,000 acres of land, comprising 
about 450,000 acres, extending along each 
side of the Nat. Railways of Mexico. Out 
of 31 groups of land holdings only three 
have as yet been exploited, for the Co. can 
produce from these fields alone more oil 
than its storage facilities, pipelines, etc., 
enable it to handle. It has at present a 
proved daily productive capacity of between 
60,000 and 70,000 bbls. of oil, say 8,600 to 
10,000 tons, from 26 wells. Co. claims to 
own one of the most complete and up-to- 
date oil plants in existence. At beginning 
of 1912 the storage capacity amounted to 
about 6,000,000 bblis., and when orders al- 
ready given are completed Co. will have 
a total storage capacity of over 10,000,000 
bbls. More than $7,500,000 in cash has al- 
ready been spent on the development of 
properties and, when the development now 
on hand is completed, the sum will amount 
to $10,000,000. Dr. I. C. White, American 
geologist, places its value at $73,630,000. 
Profit and loss account for yr. ending Dec. 
31, 1911, shows profit for div. for yr. of 
$2,445,705. Divs. have been paid on pref. 
at rate of 6% per ann. from Aug., 1907, to 
Jan., 1908, and rate of 8% per ann. since 
latter date. 

Minneapolis & St. Louis.—*$10,000,000 


will be required to finance the proposed 
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construction of northern extension of road 
to Canadian boundry, where connection 
will be made with a Canadian railroad. The 
newly formed Minn., St. Louis & Canadian 
R. R. will construct the new line. Instead 
of ‘its capital stock being placed in the 
treasury of the Minn. & St. Louis, the latter 
may be acquired by the new Co., which 
would increase its capital to an amount 
sufficient to handle the transaction. The 
new financing has already been under- 
written. 


Missouri, Kan. & Texas.—*Co. will hardly 
earn $100,000 after fixed charges for the 
fiscal yr. just ended, failing to cover its divs. 
of 4% on pref. by about $420,000. This 
div. has been paid for the yr. An epidemic 
in Texas last yr. practically tied up pas- 
senger service in many towns in the State, 
and caused a revenue loss to the Co. of 
over half a million. Last yr. Co. had a 
surplus of $1,773,706 for divs., which, after 
paying pref divs., left a balance of 1.98% on 
$63,000,000 com. To descend from this sur- 
plus to one of $100,000, before taking care 
of pref., is something of a drop in one yr. 
It is stated that Co. has enough cash to 
last until the $16,000,000 5% notes mature 
May 1, 1913. 


Missouri Pacific—*At no time in the past 
20 yrs. has Iron Mountain failed to earn 
charges, and from 1900 to 1910 average pay- 
ments of 8.2% per ann. were made. In 11 
mos. to May last Co., with severe operating 
difficulties, has been able to show a surplus 
of $1,971,000 over charges. Missouri Pac. 
proper shows a deficit of $3,879,000. Mis- 
souri Pac., of course, is paying interest on 
the purchase price of Iron Mountain stock 
and at present receiving no return. Short- 
age for the system was $1,908,000. Few 
roads in the West or in the East are more 
fortunately situated as to traffic possibilities. 
The new refunding $200,000,000 mortgage 
is expected to permit the Co. to keep pace 
with the country. In the meantime, Mo. 
Pac. proper has been given a new lease of 
life. Relieved of this burden, Iron Moun- 
tain can again take up the pursuit of lost 
opportunities —tEstimates covering opera- 
tions for the fiscal yr. ended June 30, 1912, 
quite generally place the deficit after 
charges at $1,800,000, compared with deficit 
in 1911 of $5,232,539. The present indication 
is that a surplus will almost certainly result. 
The yr.’s profit, allowing for some little in- 
crease in fixed charges, might be estimated 
at $2,500,000, or about 3% on the $83,251,- 
000 Mo. Pac. stock outstanding. (See St. 
Louis & Iron Mt..) 


Nat. Biscuit—tIt appears probable that 
only the regular div. at the rate of 7% per 
ann. will be declared. In fiscal yr. ended 
to Jan. 31 last, Co. earned a balance for 
com. div. equal to $10 for every share of 
stock outstanding, but it is now reported 
that earnings have not been showing up so 
favorably of late, and that the div. balance 
is at rate of less than 10% per ann. on com. 
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N. Y. Air Brake Co.—*There was no 
quorum at monthly meeting. A director said: 
“Business in six mos. ended June 30, 1912, was 
100% better than in the same period lat yr. 
Unfilled orders on hand July 1, 1912, were six 
tomes those on hand 12 mos. before.” (See 
Westinghouse-N. Y. Air Brake.) 


N. Y. Central.—*Div. requirements for 6 
mos. amounted to $5,568,000, so it appears that 
Co. failed to earn its disbursement by $1,200,- 
000. Last yr. deficit was $587,000. The latter 
half of yr. is always the bigger. Last yr. div. 
balance for entire yr. was $15,300,000, of which 
$10,300,000, or over 65%, was earned from 
July to Dec. With same profits this yr., Co. 
would close the yr. with about $14,600,000, or 
balance after divs. of over $3,500,000. Turning 
to Lake Shore, N. Y. Cen.’s leading subsidiary, 
in 1911 calendar yr. earned a surplus of $14,- 
173,000, the greatest in its history. Even if it 
merely keeps abreast of last yr. in remaining 
six mos., it will earn well in excess of 31%. 
In 1911 and 1910 L. S. paid 18% divs. If pres- 
ent yr. meets expectations, L. S. could easily 
make an extra disbursement that would mean 


about $3,000,000 to Cen. 


Norfolk & Western.—*Co.’s 1912 fiscal 
yr., ended June 30 last with the largest gross 
and net in history of the road, by the estab- 
lishment of a 6% rate on com. and an advance 
in the price of com. to new high records. In 
yr. just completed Co. earned 10.3% on $83,- 
356,000 com. stock, compared with 9.2% on 
$74,274,000, amount outstanding June 30, 1911 
Gross totaled $39,735,233, against $35,557,523, 
a gain of 11.8%. Surplus after charges, ap- 
plicable to divs. on the two classes of stock 
gained 22.6%. During fiscal yr. to June 30 
last, $11,369,000 bonds were converted into 
stock, leaving outstanding $5,916,000. Since 

une 30, $394,000 more have been converted. 

he bonds are convertible dollar for dollar 
~~. at, stock at any time prior to June 
1, 1917. 


Northern Pacific.—(See Hill Roads.) 


Pennsylvania.—* Returns thus far this yr. 
indicate that the stock should earn 8.23%, 
against 8.63% last yr., even if there is no fur- 
ther improvement; and meanwhile R. R. shows 
steady improvement. June results reflect normal 
conditions in the anthracite coal trade, and the 
big business moving out of the Pitts. district. 
Total gross increase on all lines east and west 
of Pitts. was $3,561,426, or 13%, and net gain 
$1,564,697, or 23%. These earnings were suffi- 
cient to wipe out the decrease in net for five 
mos. and give the Co. $934,312 more net than 
it had for the half yr. in 1911. 


Pitts., Cin., Chgo. & St. Louis.—* Judging 


‘rom first six mos., Co. promises to show for 


the calendar yr. as much as 9% on both classes 
of stock, against 7.7% last yr., and this without 
reference to road’s heavy maintenance charges. 
Few roads have been able to show thus far 
in 1912 a gain in gross earnings of 12%, or 
traffic for June showing gain of 15%. Operat- 
ing income for 1912 should be about $10,200,- 
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000, and balance for divs., allowing for some 
increase in fixed charges, $5,680,000, equal to 
8.7% on the stock. 


Reading.—*Forthcoming ann. report will 
probably show a balance for com. a trifle 
smaller than the 12.1% earned in 1911 fiscal 
yr. Judging from earnings for 11 mos., 11.5% 
will probably prove a conservative and close 
estimate. Aggregate surplus in six yrs. was 
$49.800,000, or an average of $8,300,000, per 
ann. Paying 6%, Rdg’s div. requirements 
amount to $4,200,000. Co. earns about twice 
its div. Jersey Cen., in which the Co. has a 
53% ownership, earned 25% in the late yr. 
Counting in its equity in Jer. Cen.’s balance, 
earnings for Rdg. Com. this yr. could be placed 
at approximately 17%. 


Republic Ir. & Steel.—*Earnings for fiscal 
yr. ended June 30 last, were probably $2,350,- 
This would leave after payment of inter- 
est charges, appropriations for depreciation, 
etc., $1,100,000, or a little over 4% on Co.’s 
pref. During yr. divs. amounting to $875,000, 
or 34%4%, on pref. were paid. Production has 
been from 80 to 95% of full capacity through- 
out fiscal yr. June, 1912, was best ma. so 
far as bookings were concerned. Orders re- 
ceived for that mo. are said to have been over 
® in excess of those in any other mo. of 
yr. Prices, however, have been exceedingly 
low. It was recently decided to change the 
Co.’s fiscal yr. so as to end Dec. 31. Since 
the date of its organization the Co. has spent 
nearly $25,000,000 for new construction, with 
a resultant increase of close to 100% in 
capacity. 


_ Rock Island—*Railway Co. earned its 
5% div. with $106,592 to spare. Payment of 
5% in divs. by operating Co. provided $3,565,- 
000 for the R. I. Co, and the Chic., R. I. & Pac., 
the holding Cos., whose combined interest, ex- 
pense and other charges required $3,375,000. 
The yr.’s surplus for the holding Cos. was 
$190,000. 


Sears, Roebuck.—*Co. is expected to 
show between $75,000,000 and $76,000,000 gross 
business for 1912. A director said that indi- 
cations now pointed to an increase of nearly 
20% over 1911. Last yr. Co. showed a gross 
of $64,112,194, as compared with $61,329,792 in 
1910. Com. is now paying 7%, and with prob- 
ability that at least 18% will be shown on com. 
this yr., compared with slightly under 16% in 
1911. Several directors are said to favor an- 
other stock div. of $10,000,000, or 25% on out- 
standing $40,000,000 com. stock. It is unlikely 
that the matter will be considered before Sept. 
So far in 1912 gross receipts have been $44,- 
270,735, compared with $35,369,083 for first 
seven mos. of 1911, an increase of $8,901,652, 
or 25.17%. 


Sou. Pacific.—(See Harriman Lines.) 


Southern Railway.—tIt seems reasonably 
certain that pref. div. will be increased from 
a 4 to 5% ann. basis before end of current cal- 
endar yr. Gross earnings constantly touching 
new high marks. Business is 8% ahead of 
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1911, and for yr. was $63,590,329, an increase 


of $3,245,266, or 5.3% over 1911. Working ex- 
penses consumed 7244% of gross, against 


71.7% for 1911. This high ratio is due to main- 
tenance being much heavier in 1912 than in 
previous yr. The policy of management is to 
bring the Ry. up to a high physical standard. 
bony bulk of this work will be completed by 
all. 


St. Louis & Iron Mo.—*Stockholders 
ratified a new refunding mortgage of $200,000,- 
000. Both the Iron Mo. and Mo. Pac. directors 
have agreed upon terms of mortgage. Inas- 
much as Mo. Pac. owns $44,336,600 of out- 
standing $44,396,573 Iron Mo. stock, this detail 
becomes a mere legal formality. Speyer & Co. 
have purchased $27,097,000 bonds of Co. dated 
July 1, 1912, and due in 1952, interest at rate 
of 6%. The bonds are part of the recently 
authorized blanket issue of $200,000,000. Earn- 
ings for 11 mos. of this yr. show surplus over 
fixed charges amounting to almost $2,000,000. 


St. Louis & San Fran—*In 12 mos. ended 
June 30, gross fell slightly below $42,000,000, 
but is the second highest in Co.’s history. 
Reducing all classes of expenditures, about 
$1,000,000 of the $1,260,000 loss in gross was 
made up, so that loss in net, after taxes, was 
only $270,000. Of $1,335,662 surplus after 
divs. in 1911, about $900,000 was consumed by 
bond discount and adjustments, and of the 
$922,217 surplus in 1910, all but $200,000 was 
consumed. ’Frisco at the beginning of fiscal yr. 
1913 has a surplus of less than $4,500,000, and 
bond discount still to be charged to profit and 
loss in ann. instalments of more than $10,- 


Tennessee Copper.—tCo. declared a div. 
of $1 per share, payable Aug. 10, which will 
make this yr. 50 per share, against $1.50 
paid last yr. Taking 14,000,000 Ibs. as a basis 
and cost of 10% cents, with a 17c. metal mar- 
ket, Co. must be earning $900,000, or about 
$4.50 per share from its copper production. 
Its sulphuric acid plant (stated, unofficially,) is 
earning half a million dollars per yr. This 
statement, if true, would bring earnings up to 
$7 per share. 

Texas Co—*The directors will increase 
the div. which is now at the rate of 14% 
quarterly before the close of the current yr., 
probably placed on an 8% basis. Co. is doing 
the largest business in its history, the increase 
over a yr. ago exceeding 25%. Co. in the past 
has made as high as 28% on its stock. 


Third Ave. Ry.—*Directors decided not 
to pay the interest on the adjustment bonds 
for the period ended June 30. Net for last six 
mos. were about $580,000, while the interest 
totaled $563,400. President Whitridge said 
that in view of many expenditures growing 
out of reorganization, construction and better- 
ments, the board had determined that there 
was no available surplus applicable to pay- 
ment of interest on the bonds. 


281 


Toledo, St. L. & West.—tGross in June 
was sm aller than for any corresponding period 
in the past four yrs., $293,960 of business was 
handled, out of which $95,000 was saved for net. 
Unless “Clover Leaf” has an unknown source 
of income, report for yr. will show deficit after 
charges. Total income for yr. was $945,760. 
Charges $1,122,000, which will leave a deficit 
of $175,000. In 1911 fiscal yr., balance after 
charges amounted to $72,791, while the total 
deficit for that yr. on account of divs. paid was 


$325,000. 


Underwood Typewriter.—*That directors 
will take no action on increasing com. div. 
from 4 to 5 or 6% at their next meeting in 
Aug. may be regarded as practically certain. 
Net for 5 mos., to May 30, were little under 


$800,000, or 30% in excess of same period 
previous yr. This is at an ann. rate of nearly 
$1,900,000. For divs., both com. and pref., 
$690,000 will be required, which would leave 


a surplus for yr. of about $1,200,000. 
Union Pacific.—(See Harriman Lines.) 
U. S. Rubber.—*With the new factory 


finished, Co. will have an output of close to 
2,000,000 tires per ann. Its completion will 
mean a gross business from tire sales of nearly 
$40,000,000. Of the then five tire factories, 
three will be owned by the Rubber Goods Co 
and two direct by U. S. Rubber. The entire 
product will be sold through the U. S. Tire 
Co. Owing to humidity, Aug. is the one mo 
in the yr. which is the terror of all rubber 
footwear producers. No shut-downs, other 
than those required by weather, will be made 
this summer, however. 


U. S. Steel.—TOrders for structural steel 
are particularly heavy. Buying by railroads 
growing in volume, and as outlook favors 
crops much in excess of last yr., it is expected 
that buying will continue. The Corp. is op- 
erating at about 95% of capacity, and the only 
reason that operations are not increased is 
that sufficient labor is unobtainable. Corp. is 
now receiving a premium as high as $10 per 
ton for early delivery of fabricated steel. Pre- 
miums of from $2 to $6 per ton are being paid 
on other classes. Total earnings for 2nd 
quarter were $25,102,265, compared with $17,- 
826,973 previous quarter. Net profits were 
$18,429,294, compared with $12,715,183 in pre- 
vious quarter. Unfilled orders on June 30, 
1912, are the largest reported since before the 
1907 panic, with one exception, that being 
Dec. 31, 1909, which was 5,927,031 tons, com- 
pared with 5,807,346, just reported. 


Va.-Car Chemical.—*It is no longer neces- 
sary for the Southern Cotton Oil Co. to re- 
port earnings, as the parent Co. now owns 
entire capital stock of the oil Co. It now ap- 
pears that the Cotton Oil Co. contributed 
about $1,200,000 to the consolidated earnings, 
as reported by Va.-Car., or about half of the 
3.2% shown on the com. stock. The most im- 
portant development during yr. was sale of 
$2,000,000 pref. stock, making total amount 
outstanding $20,000,000, or entire authorized 
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issue; and sale of $3,000,000 5% bonds, com- 
pleting the issue of original authorized amount 
of $15,000,000. As a result, Co.’s assets in- 
creased from $47,432,000, round figures, to $49,- 
921,000, and working capital increased from 
$19,000,000 to $22,000,000. Surplus totaled 
$9,451,000 on May 31, an increase of $100,000. 


Wabash.—*“If Wabash reorganization is 
to be effective and permanent, it necessarily 
must be drastic. Some revolutionary ideas in- 
troduced, but they all mean progress. If there 
are enough stockholders who object to this 
course of treatment, the 4% bondholders will 
take par and interest in cash for their bonds, 
instead of 50% in cash and 50% in pref. stock. 
The stockholders can have what is left.” It 
is planned also to give the new pref. conver- 
sion privilege into com. to offset reduction in 
rate to 4%. Mo. Pac.-Ir. Mountain owns $15,- 
565,000, par value, of Wabash securities: $2.- 
826,200 com., $9,826,200 pref., and $2,913,200 
refunding 4s. Assessment at $40 per share 
would require $5,060,960, which would be offset 
to extent of $1,456,600, representing 50% cash 
received on holdings of refunding 4s. The 
cash which Co. will have to raise if it intends 
to stay with the Wabash reorganization will 
therefore amount to $3,604,360. Operating 
revenue is larger than for any previous corres. 
period, with exception of May, 1911, owing 
principally to liberal expenditures for mainte- 
nance; operating cost was over 96%, and out 
of $2,307,000 business handled, but $77,415 was 
saved for net. 


Western Maryland.—*On and after Aug. 
1, West. Md. will cease to be a local R. R., and 
becomes a through trunk line. This will be 
brought about through opening up for general 
business of its new 87-mile connection with 
Pitts. & Lake Erie. A 99-yr. traffic contract 
with Pitts. & Lake Erie for joint interchange 
of traffic is one of the principal reasons why 
a heavy movement of traffic is expected to seek 
a tidewater outlet over the new line, the short- 
est and lowest grade line from Lakes to sea- 
board. For the same reason heavy traffic west 
bound is looked for, because these affiliations 
with N. Y. Cen. System, in connection with 
Pitts. & Lake Erie, is permitted to share also 
in the traffic privileges over new Western Md. 
connection under an existing contract with the 
Vanderbilt road. The Baltimore & Ohio is 
now sending about 50 trains daily over this 
stretch of the West. Md.’s tratks, paying the 
latter Co. a minimum of one dollar per train 
mile in addition to cost of wear and tear on 
the new track. The Western Md. is there- 
fore securing between $1,400 and $2,000 a day 
for this service. 


Western Union.—*Operation for 11 mos. 
indicate that Co. earned 5.01% during that 
period, compared with 4.74% in same period 
a yr. ago. As has been the policy of the Co. 
in the past, liberal amounts were allowed for 
maintenance and depreciation, 


Gross receipts 
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in June quarter were largest in history of corp. 
The total of $11,207,000 is at the rate of nearly 
$45,000,000 per ann. If next yr. does realize 
$45,000,000, it will mean exactly a 50% increase 
in gross receipts in four yrs. For a corp. 
which has not been able to budge an inch for 
15 yrs., this is a striking example of quick re- 
cuperative power. Co. under the present 
method of accounting is earning between 3% 
and 4% on its $100,000,000 stock, and is ex- 
pending in addition at the rate of $8,400,000 
per ann. in keeping the property in shape. 


Westinghouse-N. Y. Air Brake.—*As a 
result of recent decision in favor of West. Air 
Brake sustaining its patent, now deemed es- 
sential for successful operation on long freight 
trains, negotiations are in progress whereby 
the N. Y. Air Brake will obtain a manufactur- 
ing license under all patents of the West. Air 
Brake, so that the N. Y. Co. will be able to 
supply the Westinghouse standard apparatus, 
each Co. remaining absolutely free and inde- 
pendent as heretofore. 


Westinghouse Elec. Co.—*A very im- 
portant move has been the recent acquisition 
of control of the Elec. Properties Co. West. 
Elec. will soon have a security holding and sell- 
ing Co. It is planned at first to have the Elec 
Properties Co. liquidate certain securities in 
its treasury. These may bring in about $5,000,- 
000 cash. Then with adequate working capital 
it will be in position to turn around and help 
West. Elec. sell some of its slow securities 
which have been carried for five or six yrs., but 
for which it naturally did not possess the means 
of making a market. The Elec. Properties Co. 
will conduct an independent business, possibly 
taking over properties that Stone & Webster 
will manage and bring to a position where 
their bonds and stock will command invest- 
ment attention. The first quarter of West. 
Electric’s fiscal yr. to June 30 last, saw a hand- 
some betterment in net earnings, and a material 
expansion in gross sales. The Co. is under- 
stood to have booked $1,700,000 more business 
than for the first quarter of the 1911-12 fiscal 
yr., an increase of 23%. Total unfilled orders 
on hand on June 30 exceeded June 30, 1911, by 
$2,000,000, an increase of 25%. We under- 
stand from reliable sources that in Sept. the 
directors of West. Elec. Co. will place the 
com, shares upon a 6% div. basis. 


Wheeling & Lake Erie.—*There appears 
to be only one reason for keeping this R. R. 
under control of the court, and that is, and has 
been for four yrs., the Wabash-Pittsburgh Ter- 
minal Ry. situation. Under improved and sys- 
tematic management Co.’s deficit of $603,000 
in 1908 has in 1912 been converted into a sur- 
plus of $1,100,000, or, after allowing for a full 
yr.’s interest on defaulted notes, what is equiv- 
alent to 4% on both classes of pref. stock. In 
fiscal yr. 1911 surplus after charges was 
$647,960, and in 1910 it was $537,450. What 
little money Co. has had for actual improve- 
ments has been productive of big returns. 











Mining Stocks 


This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated —*Co. declared quarterly 
div. of $1 a share. Three mos. ago $1 was de- 
clared, while a yr. ago only 50c. Div. is pay- 
able Aug. 26, to stock of record July 27. 


Braden Copper.—tAs a result of large in- 
crease made in Co.'s ore reserves, plans will 
be formed for increasing capacity of concen- 
trator from 3,000 to 6,000 tons. With present 
3,000 ton plant based on grade of 2.7%, esti- 
mated production was placed between 36,000,- 
000 and 40,000,000 Ibs. per an. Treatment of 
6,000 ions per day should produce 75,000,000 
Ibs. per an., and become one of the largest 
copper producers. 


Calumet & Arizona.—tFor June, Co. pro- 
duced 4,160,000 Ibs. copper, and its costs were 
probably lowest of any copper property in 
country—well under 7c. It must have earned 
very near $450,000 net for mo., or at rate of 
about $9 per share. 


Chino Copper Co.—*It will surprise many 
shareholders to know that last mo. Chino pro- 
duced over 3,100,000 Ibs. of copper at a cost of 
6.23c. per Ib., and this cost includes every item 
of operating expenditure. A 6c. cost for Chino 
and an output of 70,000,000 Ibs. of copper per 
an. is a nearby probability. 


Goldfield Consol.—tAccording to prelim- 
inary estimate for June, the largest tonnage in 
the history of the mine was treated, namely, 32.- 
360. Gross production amounted to $542,000, ex- 
penses, $200,000, and estimated profit, $342,000. 
Although gross value is slightly less than that 
of May, the estimated net exceeds preceding 
mo. by $33,000. The final report for June will 
show that the high-grade ore shipped to smelter 
has increased estimated profit—*The course 
of earnings during past few mos. shows most 
emphatically how necessary it was to reduce 
div. from $2 to $1.20 per share. In order to 
maintain divs. at rate of 50c. per quarter, it 
was necessary that Co. should earn $593,000 
per mo., whereas in the current fiscal yr., which 
commenced Nov. 1 last, net has never been sub- 
stantially above $500,000 per mo 


Greene Consolidated Copper.—*Co. will 
pay a div. of 40c. per share on Aug. 30. As 
95% of its stock has been acquired by the 
Greene-Cananea, the bulk of disbursement goes 
to the holding Co., which pays divs. on the 
following day, Aug. 31. The two Oc. divs. 
declared in Jan. was $960,000, of which about 
$930,000 went into Greene-Cananea treasury. 
The latter’s div. of 25c. calls for the payment 


of but $606,000. 


Miami.—*Co. started first section of its 
mill in Mar., 1911, and in 9 mos. of that yr. 
produced 15,385,000 Ibs. at a cost of a trifle 
over 9c. a Ib. It declared its first div. of 50c. 
within a yr. of starting first section. Co. is 
now producing at rate of close to 35,000,000 
lbs. per yr., at a cost of 9c., and, consequently 
earning at rate of $3.50 per share. The 18,- 
000,000 tons that is claimed for this Co. would 
be, at present rate of production, about 18 yrs. 
ore supply.—*Co. established a record of 3,027,- 


710 Ibs. in July, or 253,173 in excess of best 
previous output, June production being 
2,824,537. 


Mines Co. of America —tReturns received 
place earnings for first six mos. of 1912 at 

50,000. Co.’s cash surplus at present time 
amounts to $300,000 cash in banks, and esti- 
mated $400,000 in bullion in transit, or an esti- 
mated total of $700,000. 


Utah Copper-Nevada Consol.—*Output of 
Nevada Consol. in June was 5,913,882 Ibs., com- 
pared with 6,063,462 Ibs. in May, and 6,115,095 
lbs. in Apr.—tIn Utah’s ore reserves there ex- 
ists upwards of 300,000,000 tons of ore, giving 
a life of forty yrs. In these reserves there is 
total recoverable copper of 5,500,000,000 Ibs. 
Butte is the world’s greatest copper camp and 
is producing one-seventh of the red metal. 
From 1883 to close of this yr., it will have 
produced 6,000,000,000 Ibs. It will be seen 
from this that Utah’s reserves are nearly equal 
to that taken from entire Butte camp in past 
thirty yrs. The quarter ending June 30, Utah 
Copper was the most favorable in history of 
Co. Earnings were at rate of almost $10,500,- 
000 per an., or $2,622,698 for three mos. After 
allowing for divs. of $1,181,347 net surplus for 
the quarter amounted to $1,441,351. Utah’s 
earnings were at rate of $6.50 per share per an., 
so that after deducting div. requirements of 
$3 per share per an., Co. is laying aside a net 
surplus at rate of over $5,750,000 an. 


Copper Notes.—fLeading copper authori- 
ties in this country and Europe estimate con- 
sumption of copper in Germany this yr. at 
20% in excess of 1911, which country is now 
consuming nearly 50% of total consumption of 
Europe.—*Upward of 137,161,129 Ibs. were 
produced in July, according to report of a 
per Prod. Asso. This is at rate of 1,644,000 
000 Ibs. annually, which would exceed previous 
high records by 200,000,000 or 300,000,000 Ibs 
Report also showed increase in stocks of 
5,945,417 Ibs., the largest increase of yr, 








The Day of the Small Investor 
Rapid Growth of Opportunities For the Man of Limited Capital 


By WILLIAM T. CONNORS 


DOZEN or so years ago, the 
A small investor could hardly 
get anybody to look at him in 
Wall Street. Most of the New York 
Stock Exchange houses did not care to 
bother with orders for less than one hun- 
dred shares. Orders for fifty shares 
were tolerated, and smaller quantities 
were discouraged. 

Brokers would, of course, buy out- 
right for cash any number of shares of 
stock from one up, but this small busi- 
ness was merely incidental and was 
handled as a sort of side line to their 
speculative trade in large lots. 

As for catering to the business of the 
small investor and making an effort to 
interest him in the market, nobody 
thought of doing such a thing. The 
general feeling was that such business 
was more bother than it was worth. Ac- 
customed to the liberal commissions re- 
ceived from orders for 100-share lots or 
more, % on ten or twenty shares seemed 
to the ordinary broker so small as to be 
beneath his dignity. 

There can be no doubt that this atti- 
tude was a mistaken one. It was simply 
an evidence of the “swelled head” that 
prosperity will generate. I can think of 
a dozen brokers within my own circle of 
acquaintance who assumed this position, 
whose business has since shriveled up to 
nothing. Some of them have gone out 
of business, and others are “hanging on 
by an eyelash.” 

Among the bond houses also, at that 
time, the man with less than $1,000 got 
but scanty consideration. His questions 
might be answered in a perfunctory way, 
but of real attention or carefully consid- 
ered advice he got mighty little. 

The large possibilities which lay in the 
systematic development of business with 
small investors were practically unrecog- 
nized. Bond and stock houses alike were 
busy in begging favors from the rich 
man’s table. They had not yet realized 


that, while one order for 500 bonds is 
certainly the pleasantest and the most 
satisfactory in every way, there is never- 
theless a large profit to be gained from 
500 separate orders for one bond each, 
especially as the latter class of business 
may be developed in addition to what- 
ever trade in large lots the house pre- 
viously controlled. 

All this is now changed. We have 
new times and new manners. There are 
only a few general brokerage houses 
now that refuse odd lot orders for stocks 
on satisfactory deposits, and none, prob- 
ably, that do not welcome cordially odd 
lot orders to buy outright. 

An increasing number of good houses 
are especially catering to the odd lot 
business, building up effective machinery 
for getting and handling it, and devot- 
ing to it their best thought and highest 
energies. Buying listed stocks on instal- 
ments is a new feature that has been 
taken up by various houses. The man 
with only $25 to start with will find him- 
self welcomed by these brokers. He can 
apply that sum as a first payment on one 
share of stock, completing the purchase 
by small monthly instalments. As small 
an amount as $100 constitutes a satis- 
factory deposit on ten shares of a low 
priced stock. 

Bond houses, likewise, will gladly aid 
the small investor in selecting a $100 
bond, and many of them will arrange for 
the purchase of bonds on the partial 
payment plan. 

In short, the small invester no longer 
finds himself shut out of the field of buy- 
ing stocks and bonds. If he is at any 
disadvantage compared with the owner 
of large capital, it is now so slight as to 
be negligible. He gets substantially the 
same service. His business is handled 
with the same*care. He receives the 
same conscientious and painstaking ad- 
vice. 

Small investors have become numer- 
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ous enough to make a place for them- 
selves. They are a recognized factor in 
the markets. Formerly the intelligence 
of the small investor was looked down 
upon. He was called a “piker.” It was 
assumed that he would certainly lose his 
money, the only question being how 
soon. The fact of his having but little 
money was prima facie evidence that he 
had not intelligence enough to make 
more. 

Whether or not this may have been 
true a decade or two ago, it is not true 
today. It is recognized that the man 
with $1,000 who makes a careful study 
of investment conditions and is gifted 
with sound common sense is on the 
whole a more satisfactory customer than 
the young plunger whose uncle is presi- 
dent and manipulator of the Amalga- 
mated Peanut Company. The small in- 
vestor’s orders are likely to be still com- 
ing in regularly long after the Peanut 
nephew has disappeared leaving a nasty 
deficit behind him. 

Many of these small investors, whose 
business is now forming such an im- 
portant part of the whole, are necessarily 
and rightly beginners. Every one has 
to be a beginner at some time, and it is 
no longer considered to be the proper 
thing to discourage the inexperienced 
man from doing business in Wall Street. 
Brokerage and investment houses have 
a legitimate function to perform in the 
community and there is no good reason 
why their facilities should not be ex- 
tended to the small investor just as much 
and on just the same terms as to the 
big capitalist. 

A few suggestions to this growing 
class may not be amiss. First, the small 
investor must place himself on an equal- 
ity with the experienced coupon-clipper 
by studying the science of investment, 
and by keeping himself well informed on 
the current financial situation. 

This is not a difficult matter. Never 
before have daily, weekly and monthly 
publications devoted so much attention 
to the analysis of financial conditions and 
to educational articles on the art of suc- 
cessful investment. And it is equally 
true that never before have there been 
in existence such valuable single publi- 
cations which condense into compara- 
tively small space the important features 
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of the situation from week to week, or 
from month to month. 

The real investor, as distinguished 
from the speculator, does not, of course, 
need to follow the daily news and gossip 
as it comes out on the tickers and news 
slips. The important features of this 
gossip are summarized for him in his 
daily paper. In addition to this, he needs 
only a judicious selection of two or three 
investment weeklies or monthlies in or- 
der to keep abreast of conditions and to 
understand current developments. 

The discussion of the science of invest- 
ment in periodicals is comparatively new, 
but a number of books are obtainable for 
the study of this branch of the subject. 

Perhaps the next most important thing 
is that the small investor should keep his 
commitments within his means. In the 
management of a small sum of money, 
profits are necessarily restricted until 
they may perhaps séem hardly worth 
working for. The small investor natu- 
rally wishes to hasten things by taking 
bigger risks. The man with $200 wil! 
frequently risk half of it on a single deal ; 
if he had $200,000 he would never 
dream of doing such a thing. Yet it is 
really far more important for him to con- 
serve his $200 carefully. It is his start, 
his nest egg. He cannot afford to risk 
losing it. 

“T started with $500,” said a small in- 
vestor recently. “Do you want to know 
how I kept from losing it? I simply 
imagined it was $50,000. I planned how 
I would use the $50,000 and then han- 
dled my $500 proportionally. It was a 
slow process at first, but I believe I have 
got better results than those that tried 
to go faster.” 

There is no getting away from the 
fundamental principle that profits must 
be in proportion to capital invested. If 
your capital is small, that is unfortunate, 
but cannot be remedied by taking ex- 
cessive risks. 

A third important point is that the 
small investor must use his own brains 
and his own methods in seeking a suit- 
able security, and must not confine his 
selection simply to those stocks or bonds 
to which his attention is called. 

There is a simple line of reasoning 
here which would save the small in- 
vestors of the United States millions of 
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dollars annually if they would only stop 
to think of it, and that is this: The se- 
curities which are most energetically 
pushed under the nose of the small in- 
vestor are precisely those which he 
should avoid. They are urged upon him 
because larger buyers for some reason 
hesitate to take hold. 

This is an obvious statement, yet dis- 
regarded by nine-tenths of the public. 
Any promoter, any one having stocks or 
bonds to sell, prefers to sell in as large 
blocks as possible. If his proposition is 
especially attractive, it is snapped up in 
large blocks and the small investor never 
hears of it unless he takes steps to put 
himself in the way of hearing of it. 

When a promotion is advertised in the 
newspapers, it is, in most cases, because 
it cannot be readily sold without adver- 
tising. When the ordinary small in- 
vestor, who has not placed himself in 
touch with the best houses, receives cir- 
culars explaining some alleged golden 
opportunity, it is because said golden op- 
portunity has not been taken advantage 
of by more select lists of possible buyers. 

The remedy for this condition is to 
disregard all advertising and bond an- 
nouncements by unknown firms. The 
small investor should put himself in 
touch with two or three of the best and 
strongest houses. Then when he has 
money to invest he should look around 
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for the best place to put it—instead of 
trying to raise the money to put into 
especially attractive offers which may 
come to him from miscellaneous sources. 

There are now plenty of good houses 
that will give his business careful and 
conscientious attention even though it 
may be small. They will gladly call his 
attention to offerings of new securities 
which they think are adapted to his spe- 
cial requirements, as well as point out to 
him favorable opportunities in outstand- 
ing listed or unlisted stocks and bonds. 
The only intelligent way is for him to 
take advantage of these services in addi- 
tion to studying the investment situation 
for himself. He will not, of course, take 
the advice of any house without reserva- 
tion. He will quite naturally prefer to 
use his own judgment. But he should 
place himself in communication with 
houses upon whose representation of 
facts he may implicitly rely. 

Undoubtedly the United States is now 
beginning to follow the same path as 
France in the mater of offering oppor- 
tunities to the small investor. This class 
of business is certain to grow and to be 
held in more and more respect in Wall 
Street. But growth, be it remembered, 
can come only through conservative 
methods and through the application of 
sound business principles in the invest- 
ment field. 


SURE TO GO UP. 


ie D. ROCKEFELLER was quoted at 73 on July 8 last. It 
would certainly be interesting to know what per cent. he is earning 


on this figure. 


Probably he would lead the list in our “Bargain In- 


dicator,” but unfortunately full publicity has never been given ‘to his 
income statement and balance sheet. 
further advance is probable. 


It’s a high quotation, but a 


























SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes. 


Methods of Successful Traders 


By “‘GERMANY” 


T the time the articles “Studies in 
A Stock Speculation” appeared in THE 
MaGAzINE oF Watt Street, I had 
been engaged for some time in ana- 
lyzing the accounts of some very successful 
operators. These accounts were, in most 
cases, those of traders who have made a great 
deal of money on small capital. One man 
especially had made about a million, starting 
with a capital of less than $100. This study 
was undertaken with the idea that there must 
be some degree of uniformity in the methods 
of successful traders. 

I found that the same general plan, with un- 
important variations, was followed in each 
case. Some of the accounts ran back a num- 
ber of years, proving that the man who lays 
hold of correct principles and follows them 
can be right continuously. Personally I have 
had no success of any account except when 
working along the same lines. Every trader 
has elements of weakness within himself, and 
is liable to adverse influences. It is therefore 
all the more necessary that we have a founda- 
tion under him sufficiently stable to bear him 
up in spite of errors. The only thing that will 
carry him through is to know the trend at all 
times, and follow it. This remark was made 
to the writer by the best broker and judge of 
the market he has ever seen, and fairly sums 
up the situation. 

If misleading indications and wrong con- 
clusions cannot be entirely eliminated, they 
should be minimized. This can be done only 
by the use of stops. A great majority of 
* successful traders use the stop in some form. 
The speculator needs protection every minute 
of the time; it is better to be wrong on two 
points or less, than on ten or twenty points. 

Stops are not recommended by those who 
favor averaging—that is, if you are wrong, 
go wrong again; if part of your capital is tied 
up, tie up more, on the principle.that the 
higher the market, the nearer the top, and the 
converse—which is not more true than that 
the oftener he trades on this basis the nearer 
the trader is to going broke. 


Among the well informed and experienced 
the use of stops by the active trader is not 
questioned. The assertion, however, that a 
two-point stop, a half-point stop or a ten- 
point stop should invariably be used, regard- 
less of whether a panic or a traders’ market 
is prevailing, is as senseless as it would be to 
assert that the market is always a purchase. 
The purpose of the stop is to reduce the 
amount of risk in proportion to the probable 
profit. In a narrow market the stop should 
be reduced accordingly. The two-point stop 
is probably favored more than any other, but 
trading in each phase of the market should be 
done with a stop suited to that particular 
market, and no other. 

The argument is advanced by those opposed 
to stops that in times of stress they are not 
executed where placed. From actual experi- 
ence, and from opinions of brokers, I submit 
that out of ten stops, in ordinary markets, 
seven will be executed on the dot, and three 
not more than one-eighth off. In markets 
where it is impossible to trade within one- 
half point of the tape, or markets such as 
those of the wild days of 1901 and 1907, it 
would be obviously impossible for the specu- 
lator to step into the market at any moment, 
and expect to have stops executed where 
placed. 

This brings us to the consideration of the 
fact that the market affords opportunities ‘to 
get on and off, and its condition at other times 
(comparatively rare) is such that one, if not 
already in right, should stay out. Anyone is 
safe in boarding an express train at the sta- 
tion, but no one would be safe in jumping on 
or off when the train is moving sixty miles an 
hour. No bull or bear market, panic or cor- 
ner, attains full velocity at the start. An op- 
portunity should be selected when the market 
has narrowed, when pressure is released. to 
open trades. 

Loaning rates and the current technique of 
stocks are watched very closely by many good 
traders and often give very accurate indica- 
tions. Such indications are most reliable when 
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they confirm judgment based on the actions of 
the market itself. 

The best way, as I see it, is to avoid any 
“system” or cut-and-dried method that cannot 
be adapted to different conditions that may 
arise, and to endeavor, so far as possible, to 
change your methods with the market. I 
would classify different conditions of the mar- 
ket about as follows: 

(1) The narrow, dull, trader’s market. This 
is confined to a restricted territory, where all 
force seems to be held in abeyance and stocks 
cover the same ground over and over. Such 
a condition often precedes a reversal of trend. 
It is certain that it is a preparatory condition, 
and will be followed sooner or later by a move 
into new ground. While it lasts, it establishes 
buying and selling zones, within which trading 
can be done protected by close stops outside 
the recurring points of resistance, i. e., tops 
and bottoms. The same applies to a continued 
weak market, or a creeping bull market. 

(2) From this condition the trend emerges 
in one direction or the other. 


(3) After a big bull move a whipsaw dis- 
tributing market appears, such as occurred in 
the fall of 1909, and June and July, 1911. 

(4) A big swing, that develops great force 
and shows a strong trend in one direction, 
with insignificant reactions, affording oppor- 
tunities to get in and out without hesitation. 
Such a move (on the bull side) is what the 
lamb is always expecting, but seldom gets. 

A trend chart, such as described in your 
magazine, indicates what the speculator must 
know whether he keeps a chart or not. To 
get the actual trend, I use paper with four 
vertical lines for each day: (1) Opening; (2) 
and (3) High and Low, or Low and High, ac- 
cording as most highs or lows are made first ; 
(4) Close. The chart is an aid in gauging the 
force of the market ; the whole intention being 
to get in and out during a move, big or little, 
befc : its force is exhausted. 

N. -part of anything is as great as the whole, 
and no stock is as great as the market. Let 
us apply this. Following the narrow market, 
the trend is upward. Union has temporarily 
gone contrary, but now gives signs of coming 
back into the trend. This is the time to buy. 
When Union made the lowest eighth on this 
recession, we did not know it was low. We 
could not buy then, without bucking the ap- 
parent trend of Union. We buy 1% points 
above this low, on two-point stop, the market 
being relatively active. 

Trend continues upward; Union advances 
five points, and reacts two. I set down fifty 
per cent. secondary (reverse) move as a neg- 
ative condition; more or less than this as 
strong or weak, as the case may be. So far 
the action of the stock—and the trend—gives 
no reason for changing our position. Union 
again turns up, and we buy on stop as before. 
We realize that the further a move goes the 
more it expands, so to speak, and endeavor to 
get in on the preliminary turns, in each case 
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when our stock reverses in accordance with 
the trend. 

Each stop is brought to cost as soon as the 
stock effects a clearance, and when the last 
stop is caught it closes all trades. If the gen- 
eral trend reverses and Union continues 
strong, we follow it with a close stop. We 
may be caught on stop on the first trade; even 
get no profit on the entire swing. We may 
become rattled by erratic action of the trend, 
or misled in other respects. In fact, sooner or 
later we shall be; but also, sooner or later fol- 
lowing the trend will show handsome profits. 

If the market advances to a certain point, 
recedes, again approaches the last top and 
weakens, we should sell; on the ground that 
having but shortly before failed to overcome 
resistance there, the condition indicates that 
the same resistance “is still there and will not 
be overcome. It may recede from the same 
top once, twice or a dozen times; if it breaks 
the top we take our loss; if it continues to 
fluctuate under it we cover around previous 
bottoms. When a stock begins acting in this 
way after a good advance, tactics of this kind 
may be necessary for a considerable time. 

The principles I have endeavored to outline 
are: Keep the trend well in mind, by memo- 
ratida, charts or otherwise. 

Take advantage of opportunities in one or 
two stocks. Know the peculiarities of these 
stocks as well as you are capable of knowing 
anything. 

Adjust your ideas of profits and your stops 
to the prevailing market. 

Never buck the trend. It is the capital 
offense. Millions have been made by careful 
trading during the course of a great move, and 
every dollar of it lost on the reversal. 

Constant and long-continued success on one 
side of the market induces a mental bias in 
favor of that side that often cannot be over- 
come. No statistics or other data have any 
bearing on this point, but it is often a vital 
one. 

Some speculators are determined to find 
some “sign” that will invariably foretell a 
move. I don’t believe it is possible to tell in 
many cases which way the market is going 
until the trend develops, and leaves such a 
zone as I have referred to. Cultivate the habit 
of mind to recognize the trend when it devel- 
ops, and follow it. 

Many are inclined to raise the question 
whether the trader should pyramid. The 
writer sees no reason why he should not do 
so, if he does it right. A second indication in 
the course of a swing is as promising of profit, 
and a trade may be made thereon based on as 
sound reasoning and as fully protected by 
stop, as a first trade. 

The difference between averaging and pyra- 
miding is that averaging is stubborn adherence 
to a wrong position, leaving the trader wholly 
at the mercy of the market; pyramiding is 


accepting new opportunities occurring during 
the course of an anticipated move. It is much 
better to risk profits than capital. 











The Law of Averages and the Stock Market 


IiI—Fluctuations and Units—The Trend 
By F. A. GIFFIN, M. A. 
[In this series of articles Mr. Giffin, who is a well-known research engineer, will 


show that “manipulation,” so called, has but small part in the making of stock 
and that the smaller movements of the market correspond very closely wit 


scientific laws of probability.] 


HE unit of price change adopted as 
3 a basis of trading on the New 
York Stock Exchange is one- 
eighth of a point. Among the active, 
low-priced stocks the interval between 
quotations, and also between bid and 
asked prices, is seldom greater than this 
eighth of a point ; but among the inactive, 
high-priced stocks, both intervals may be 
half a point, one point, or even greater. 
The natural unit of price change, and 
hence the smallest that would be prac- 


ticable in constructing charts, for the 
latter class of stocks would thus be one- 


half point, one point, or greater. Now 
for many purposes it is convenient to 
chart even the active, low priced stocks 
on the basis of some unit larger than an 
eighth point, producing the same effect 
as though the former were the only unit 
in which transactions were actually made. 

Through this discussion we shall find 
it desirable to deal with units, rather than 
points, and the reader should accustom 
himself to think in these terms. It will 
be just as easy to translate our subse- 
quent conclusions from units into points, 
as every trader now finds it to translate 
points into dollars. 

“Fluctuation” is another term that we 
shall find it convenient to employ in a 
technical sense. By fluctuation we mean 
an unbroken sequence of units, all in the 
same direction. Thus the size of a fluc- 
tuation, in points, is equal to the number 
of units it contains, multiplied by the 
size of the unit. For instance: a 10-unit 
fluctuation on a quarter-point unit chart 
would be equal to a fluctuation of 2% 
points, or $2.50 a share. 


UNION PACIFIC TYPICAL OF OTHER STOCKS 
Since the study of price statistics is 


rices, 
the 


founded upon a classification of fluctua- 
tions according to size, and since the 
enormous labor of careful census tak- 
ing sets a practical limitation upon the 
amount of chart material that can be can- 
vassed for statistical verification of our 
theories, it seems expedient to preface 
our investigations by inquiring how far 
the behavior of any one stock, chosen for 
purposes of illustration, may be taken as 
representative of all. 

Answering this question, it should be 
observed that the laws of probability are 
strictly applicable only when there exists 
a perfectly free, continuous and active 
market for a stock, and it is oniy where 
these three conditions are approximated 
that we can look for reasonably close 
agreement between calculated results and 
actual statistics. 

If a stock is inactive, there are likely 
to be more large fluctuations than lled 
for by the theory of pure chance and 
if the price is too low there will be a 
disproportionate number of small fluc- 
tuations, because many large fluctua- 
tions would carry the price too far 
beyond the line of true value. Then 
again, in low-priced: stocks we should 
have to limit our discussion to small 
units, while only large units would be 
appropriate for analyzing the fluctua- 
tions of high-priced, inactive stocks. 

Everything considered, Union Pacific 
is the stock that .nost nearly meets the 
requirements of any market study, 
whether technical or experimental. Be- 
cause of its speculative popularity the 
transactions are frequent and reason- 
ably continuous—that is to say, gaps of 
more than one-eighth of a point between 
sales seldom occur, except in feverish 
markets, or upon wide overnight open- 
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ings. Moreover, the wide range within 
which the price may move from year to 
year leaves the laws of chance in un- 
limited control of all fluctuations, save 
those that are multiples of very large 
units. 

On January 5, 1907, Union Pacific 
touched 183, the high price of that year. 
After declining to 100 on October 24, of 
the same year, the price rebounded rap- 
idly, and on September 8, 1908, again 
reached the equivalent of 183 (165% 
plus intervening dividends of 17% 
points). We happen to have kept very 
complete charts of this period, and so 
find it a convenient source from which to 
draw actual statistics in proof of our 
theoretical conclusions. It may seem 
that a brief period of twenty months, or 
about 500 days of actual trading, in 
only one out of many available stocks 
is hardly sufficient to establish a com- 
prehensive theory of all stock market 
fluctuations; but we have considerable 
collateral evidence (too tedious to pub- 
lish) that such statistics are quite repre- 
sentative of all others that might have 
been chosen, and it will be seen that this 
position is further substantiated by the 
great generality of our premises and 
methods. 

Barring the limitations outlined in the 
second and third paragraphs preceding, 
there is thus every reason to believe that 
the following analysis applies to all 
stocks over any considerable period of 
time. 


UNIT CHARTS, 


Those who are familiar with this type 
of chart must have observed that all are 
alike in general appearance, regardless 
of the scale upon which they are con- 
structed. In fact, remove the price 
scale, and it would be difficult to dis- 
tinguish a half-point chart, for instance, 
from a two-point chart. In analyzing 
fluctuations it will therefore be super- 
fluous to mention points at all, and any 
theory that holds true for one unit 
chart applies equally well to all, regard- 
less of the size of the unit upon which 
it is based. It is merely a question of 
what percéntage of all fluctuations on 
any unit chart will consist of 1 unit, 
what percentage of 2 units, 5 units, etc. 

To make this thought still clearer, 
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suppose we construct two unit charts— 
one in which all fluctuations are integral 
multiples of one-half point, the other in 
which 2 points is selected as the basic 
unit; then, if we count off 10,000 con- 
secutive fluctuations on each chart, and 
carefully classify them according to size, 
we shall discover that there are just 
about as many 3-point (6-unit) fluctua 
tions on the first chart as there are 12- 
point (6 unit) fluctuations on the second 
chart. 

In other words, all unit charts that 
contain an equal number of fluctuations, 
are in all statistical aspects alike, regard- 
less of the price scale. 


SPECULATIVE SWINGS. 


As previously pointed out, the com- 
plex changes in price level can be 
analyzed into certain so-called specula- 
tive swings that range from a few points 
to tens of points in extent, both with and 
counter to the direction of the primary 
movement. Closer scrutiny of one of 
these swings will show that it consists 
of a number of Up and Down fluctua- 
tions, following each other in alternate 
succession; the number of such fluctua- 
tions in a swing varying from merely 
one up to sometimes a great many. 

An Up swing must obviously both 
begin and end in an Up fluctuation, and 
a Down swing must both begin and end 
with a Down fluctuation; so that there 
will always be one more fluctuation in 
the “Trend” direction than in the op- 
posite, or “Counter-trend,” direction. 
This brings out the fact that there must 
always be an odd number of fluctuations 
in any swing. It will facilitate the 
presentation of our theory to settle upon 
some concrete number, say 11, to repre- 
sent the average number of such fluctua- 
tions per swing; for our results would 
be only slightly altered if we should 
use some other number than 11. The 
typical swing, then, may be taken to be 
composed of 6 fluctuations in the trend 
direction, alternating with 5 fluctuations 
in the counter-trend direction. 

But the average size of a trend-fluc- 
tuation must exceed the average size of 
a counter-trend-fluctuation, since the net 
progress of the price movement is in the 
trend direction. And since the size of 
a fluctuation is measured by the number 
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of units it contains, it follows that there 
must be more units in the trend direc- 
tion than in the counter-trend direction, 
during any particular swing. 

Stated in the vernacular of the theory 
of chance and probability, we may say 
that there is thus a greater chance at any 
instant that the price will move one unit 
in the trend direction instead of one unit 
in the counter-trend direction. As a 
matter of fact, we have found that the 
odds average, year in and year out, 
about 622 to 378. In other words, a 
stock is nearly twice as likely to proceed 
in the trend direction at any time, as it 
is to react an equal amount in the coun- 
ter-trend direction. 

To those who adhere to the manipula- 
tion theory of price changes, who believe 
that stocks are put up or down at the will 
of some all-powerful bull or bear clique, 
it must be somewhat of a surprise to 
learn that the chances of a reaction in a 
bull swing, or of a rally in a declining 
market, are so large as 1 to 2, but such 
is the case. The proof will appear sub- 


sequently in the close agreement between 
results calculated with these odds and 
statistics gathered by actual count. 


PRACTICAL DEDUCTIONS. 


It must not be supposed that this 
points out any royal road to wealth, for 
the obvious difficulty is to be sure of the 
trend and to gauge its duration. All 
that we have done thus far has been to 
couch in mathematical language the tru- 
ism that a stock is more likely to move in 
the direction in which it is going to go 
ultimately than it is to experience a tem- 
porary set back. Nevertheless it does 
seem worth while to state that it is better 
to swim with the stream, when its direc- 
tion is indicated with reasonable clear- 
ness. There is frequently a disposi- 
tion among professional traders to “buck 
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the market”; but statistics corroborate 
theory in warning against this practice 
of constantly feeling for the top and 
bottom of a swing. This may partly ex- 
plain the proverbial “luck” of the man 
who makes his first trade in Wall Street 
—when he sees the market going up, he 
jumps in precipitately and buys. 

For just as a coin that has fallen 
heads-up five times in succession, is quite 
as likely as ever to come up heads still 
another time; so is a stock, that has ex- 
perienced an unbroken rise of five suc- 
cessive small* units, just as likely to rise 
one unit further as it was when it started. 
The rather widespread impression to the 
contrary appears to spring from an il- 
logical interpretation of the well-known 
fact that long unbroken fluctuations are 
of rare occurrence. 

If, as we expect to prove, stock mar- 
ket fluctuations do, in the long run, con- 
form to the laws of chance and prob- 
ability, then it must follow that, other 
considerations aside, the past perform- 
ance of prices alone is not in the slightest 
degree any guide to how they are going 
to move in the immediate future. 

Of course, we are intentionally de- 
veloping the purely mechanical aspect of 
the market. We hope to show that 
much that is of practical value can be 
learned about the behavior of prices, 
after divesting the market of all its 
erratic human factors; believing that a 
better understanding of mechanical facts 
and methods will guard the trader from 
many a pitfall, and dispel many an ill- 
founded prejudice against Wall Street. 


*In the case of large units, as five points each, for 
example, this statement might not hold, because the 
stock would probably be getting farther away from 
its normal or investment value with each additional 
upward unit. Mr. Giffin’s reasoning is intended to 
apply to fluctuations small enough so that the influence 
of intrinsic value may be neglected.—Ep. 


(To be continued.) 





A Sound Reason for Taking Profits 


a prominent stock broker, “that 

a good reason for taking profits 
is because you have them? I have often 
advised clients to close out and quit for 
the time being, for no other reason than the 
certainty of securing the profits at the time, 
and the uncertainty with which every future 
view of Wall street affairs is necessarily 
clouded.” 

This is sound reasoning. 

Paper profits are (to their possessor) an 
extremely interesting topic for conversa- 
tion, but they have a most exasperating 
tendency to shrink. 

Actual profits are assured only when you 
have in your hand a report of the transac- 
tion which closes the deal. 

Years ago a trader walked into the office 
of a well known banking house and depos- 
ited as margin, a $1000 Reading income 
bond, valued at $300. This was before the 
rise, based on the purchase of coal lands 
which indirectly bankrupted Reading but 
which place it today in the dominating po- 
sition as an owner of anthracite. 

By pyramiding with his profits this 
trader became the best customer of the 
house and at one time his profits reached 
the astounding six figure total of $280,000! 

He was a bull from ten till three and 
from Happy New Year till Merry Christmas 
and no part of his margin was allowed to 
rest. It was sure a glorious pace while it 
lasted, but you know the answer. 

When last seen—as the newspapers say— 
when last seen, he was trying to borrow 


a five spot. 
He didn’t “take profits because he had 


“Tr”: you ever stop to think,” said 


them.” No, his hope multiplied and like 
all humans who would wallow over joy at 
a chance to retire with $100,000 he opened 
the throttle wide for a run to the million 
mark and plumpec into a ditch just ahead. 

I know of another case where a profit of 
$40,000 was missed and the $39,000 odd on 
paper dropped because Reading failed to 
reach the selling point by a fraction. This 
is one great source of loss to the outsiders 
who set in their minds a figure at which 
they will sell, regardless. The rule of tak- 
ing profits “because you have them” might 
well be substituted. 

This is not to say that every one or two 
point profit that comes along is to be 
clutched for. The mind’s Supreme Court 
must demand a “reasonable” profit—in pro- 
portion to the risk involved. If the risk 
be two points, the objective profit should 
be at least six. On this basis anyone who 
is right once out of three will make a point 
net for every three trades. This is far 
better than the majority, who lose over two 
points more than twice out of three times 
and seldom see a six point profit. Trading 
for the larger swings, a two thousand dollar 
margin without a stop should look for a ten 
or twenty point profit. Too many people 
risk twenty to make two points. 

But to resume our original argument, 
taking profits because you have them means 
closing the trade now, not at the particular 
figure you have in mind, but now—at the 
market. “The market” is the best obtain- 
able price, which is usually the bid price— 
not the figure at which the last sale was 
made. 

The bid price you are certain of, that is 
if you are quick about it. 


The Upper and Nether Millstones—Cupidity and Impatience 


2 Oy it and get it quick” is an un- 


grammatical yet expressive way 
of summarizing the desires of 


the trader who frequents his broker's 
office. Cupidity and Impatience are the 
two strong emotions working against his 
success—the upper and nether millstones 
which crush and grind him . 

Cupidity, or an inordinate desire to ac- 
quire wealth, leads him to start trading on 
one hundred share lots when he should deal 
only on a ten share basis. With a couple 


of thousand dollars he will try to swing 
three or four hundred shares. 

Cupidity makes him clutch for a profit of 
a few points for fear it will get away from 
him, and hang on to a losing trade till it 
runs ten points against him. 

Cupidity prompts him to trade on the 
tip; to listen to those less qualified to judge. 

Cupidity’s twin, Impatience, makes him 
overtrade; take a small profit; act on snap 
judgment. 

Eliminate these and all other emotions 
if you would obtain success, 





Recent Court Decisions 
Affecting Relations Between Brokers and Clients 


ITHIN recent months some inter 
esting decisions have been handed 
down affecting stock market bus- 


iness. A digest of the most important is 
given herewith. 





Ownership of stock in transfer on books 
of company. In the case of Parnall vs. 
Paine, the Massachusetts Supreme Court 
held that where a client had subscribed for 
and paid for stock for which receipts had 
been issued pending the printing of certifi- 
cates, but ownership had not been recorded 
on the books of the company, the client was 
nevertheless the owner of the stock and the 
broker had no right to exercise control of 
it. Parnall was a resident of Detroit. He 
gave A. O. Brown an order to subscribe 
for 500 shares of North Lake on August 
19, 1909, and A. O. Brown’s New York office 
gave the order to Paine-Webber in Boston. 
Paine-Webber subscribed for the 500 shares, 
paid the North Lake Mining Co. $4,000, and 
received in return receipts to be exchanged 
for stock certificates by September 8th. 
Paine-Webber charged A. O. Brown with 
$4,000 and A. O. Brown in turn charged 
Parnall with $4,000, and as the latter had 
a balance in his favor, Brown sent him a 
check covering the balance, after charging 
his account with price of stock. 

August 20th A. O. Brown paid Paine- 
Webber $5,000 on account and it was under- 
stood to cover the Parnall transaction. 
August 23rd A. O. Brown failed and Paine- 
Webber sold the 500 shares of North Lake 
and applied the proceeds to the A. O. 
Brown account. 

Parnall claimed that the North Lake 
stock was neither A. O. Brown’s nor Paine- 
Webber’s, but was his, he having paid the 
full price for it. Paine-Webber contended 
that the stock was in their possession and 
belonged to them, as it had never been 
transferred on the books of the company to 
Parnall. The court compelled Paine-Web- 
ber to deliver the stock to Parnall. 





Acts of New York correspondents of Bos- 
ton brokers do not release Boston brokers 


from their obligation to client. Where 
margin customer buys stock through a Bos- 
ton office, that office must have on hand 
sufficient stock to deliver client in case he 
wishes to take it up, regardless of whether 
the New York correspondent has such stock 
or not.. Corey, —_- & Co. were sued 
by a client named Dr. Green, who claimed 
to have deposited with them in cash and 
securities over $5, with instructions to 
charge margin transactions against this de- 
posit. He gave numerous orders from time 


to time and Corey-Milliken always sent him 
statement covering transactions and sent 
him monthly statements showing condition 
of his account. After five months trading 
he sued them, claiming that actual pur- 
chases and sales were never made. Corey- 
Milliken were required to furnish data con- 
cerning each specific trade reported, show- 
ing where the stock was bought, whose 
name certificate was in when received by 
them, how it was delivered, etc. This they 
claimed that they could not do, as the trans- 
actions were all executed through a New 
York correspondent. 

The court said that Corey-Milliken 
should be in a position to deliver every 
share of stock that every margin customer 
might demand at any time. In consequence 
of this ruling Corey-Milliken were ordered to 
pay over the money deposited with interest 
and commissions. 





Having stock in possession to furnish on 
demand. A New York case has just de- 
cided that a broker handling margin trans- 
actions for a customer must have in his pos- 
session the securities purchased on margin, 
so that he may deliver them to the customer 
upon request. In Massachusetts the case 
of Fisk vs. Doucette decided two years ago 
that a broker should always be in a position 
to meet within a reasonable time all re- 
quests made upon him by margin customers 
for their securities. It is the consensus of 
opinion among New York lawyers that in 
actual practice a broker will be expected to 
have stocks in his command which he may 
furnish within a reasonable time. 





Stock Dividends. Two cases have been 
decided this year in the Massachusetts Su- 
preme Court with reference to stock divi- 
dends. In one case it was decided that a 
stock dividend paid by the Delaware, Lack- 
awanna & Western was to be regarded as 
income and paid to the beneficiary of the 
trust, because the Lackawanna paid the div- 
idend out of its surplus, although made pay- 
able in stock. In the second case, the 
Massachusetts Electric Companies declared 
a dividend on the preferred stock of 17% 
per cent. payable in new preferred stock. 
The court held that the resources of the 
company did not permit a disbursement in 
cash and there were no profits out of which 
such a disbursement could be made; that 
the capitalization had been increased in or- 
der to pay the dividend; and therefore the 
trustee was ordered to hold it as part of 
his principal and pay only such income as 
might accrue on it to the beneficiary. 





A Progressive Stop Order 


A Systematic Method of Preventing a Profit from Running into a 
, Loss 


NE of our friends forwards the diagram 
O herewith, which represents his method 
of operating, When he is trading 
on the long side, he buys one-half the 
desired quantity at the market, the other one- 
half two points lower, the market permitting. 
His original stop is three points below the 
average cost. This stop is never lowered, but 
if the stock advances, the stop order is moved 
up two points below the highest, until the 
stock reaches a level three points above his 
first purchase price, at which time the stop is 
kept one point below the highest. This rule is 
a when he is operating on the short 
side. 
The accompanying diagram illustrates the 
plan, which should produce good results if the 


operator has a correct idea of the trend and 
knows which stocks to buy or sell, and when. 
By this means, orders can be given to the 
broker and no further attention paid until the 


trade is closed out. The method, therefore, 
is especially desirable for those who cannot 
watch the market. 

One objection to it is that no very large 
profits are likely to be secured, not even in a 
rise such as occurred in Amalgamated early 
this year when it advanced from 60 to 84, for 
the reason that the first reaction of one point 
from the high would close the trade. 

We suggest a modification of this plan in 
the form of a three point stop instead of a 
two point, the stop being kept three points 
away until an advance of 8 or 10 points has 
occurred, when it can be moved up close to 
the high as in the diagram. 

The method as originally suggested is, how- 
ever, excellent for scalping purposes, and with 
the proper judgment, should realize a consid- 
erable number of small profits as against a 
less number of still smaller losses. 

When the trader is comparatively sure of his 
position he will not, as a rule, care to use a 
stop order in the way explained above, for the 
reason that a small reaction would close his 
trade and throw him out of the market. If 
he believes that the market has just started as 
a prolonged advance, he will not wish to run 
the risk of being left at the post by a premature 
execution of one of these progressive stop 
orders. 

This remark applies with special force to 
that part of the plan which involves moving 
the stop up to one point below the high. The 
trader could hardly afford to do this until he 


thought the time had come to realize his 
profits. Then he might, instead of taking 
profits at the market, raise his stop to one 
point below the high, hoping thus to get a 
part of any final sharp advance in price, such 
as often occurs immediately before the culmina- 
tion of a movement. 

A reaction of one point from the high is, of 
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course, likely to occur at any moment in an 
active speculative stock, and might have no 
special significance. 

In other words, this plan, like all others, 
must be applied with discretion and adapted to 
circumstances. That does not prevent it from 
being a very useful device, however, especially 
when the trader cannot watch the market 
closely 





INQUIRIES 


This department is to answer miscellaneous questions in regard to the science of investment, method 


of operating, the customs of the markets, etc. 


questions briefly and, if personal reply is desired, enclose stamped and self-addressed envelope. 


INQUIRY DEPARTMENT. 


Non-Execution of Orders. 


Suppose that a broker, on order from a cus- 
tomer (dealing on margin) to buy a stock at 
a certain price, does not make the purchase, 
but instead, leads you to believe that he has 
done so and exacts from you the interest on 
the borrowed money. If your stock advances 
and you give a selling order, then on account 
of the broker not buying in the first place, do 
you stand as good a show of getting your 
profit as you would if the stock was actually 
bought? It seems to me that if anything, the 
broker could better afford to pay the profit 
as his earnings, in this case, and probably in 
others, would be more, on account of receiv- 
ing the interest and having none to pay out 
himself.—W. G. 

If a broker is a member of one of the ex- 
changes, he is obliged to furnish you a memo- 
randum of transactions, including the name 
of the broker from whom your stock was 
bought or to whom sold. You are at liberty 
to communicate with that broker for the pur- 
pose of confirming the transaction. 

If a member of the New York Stock Ex- 
change were to report a fictitious transaction 
and the fact were proved, he would be ex- 
pelled from the Exchange, and we think it 
safe to say that no such are ever reported by 
a member of that exchange. 

The question of getting your profit does not 
depend on the execution of the order by the 
broker. It is a question of whether he is sol- 
vent at the time you demand payment. As- 
suming that he did not buy your stock and 
that you made a profit, he would be obliged to 
stand the loss or close his doors. The inter- 
est is a small matter compared with the profit 
or loss. 

We fear that you have in mind bucketshop 
dealings. Place your orders with a member 
of a legitimate exchange where the possibility 
of trouble is very limited. 

We suggest that you read the bound vol- 
umes of this magazine, as practically every 
question which can come up has been an- 
swered in the Inquiry Column or explained in 
the regular articles. . 


Brokers’ Advices. 


E. C-——The majority of brokerage houses 
favor the bull side because the natural tend- 
ency of human beings is to be hopeful. Cli- 
ents as a rule do not wish to hear bearish 
views, as most of them also are natural bulls. 
Of course, brokerage houses do not invariably 
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advise the purchase of stocks, but there is no 
doubt that most of their advices, taking the 
year through, favor the long side. 

Some Wall Street traders take the opposite 
side when they find the majority of Wall 
Street commission houses advising purchases 
or sales. 


Express Companies. 

A. B. C—We do not favor investment in 
any express company’s stock. It seems to us 
only a question of time when the parcels post 
will cut into the profits of these companies. 
Furthermore, the Government seems intent 
upon divorcing the express companies from the 
railroads. The trend is all in one direction, 
the reduction of express companies’ profits. 


Automatic Stop Order. 

E. H.—You could give your broker an order 
to sell on stop at a certain price with instruc- 
tions to keep the stop order one, two, or 
three points below the highest price touched. 
For example: If you were long of Steel at 
70, and the market price was 74, you could 
write your broker, “Sell my Steel at 72 stop, 
and each time it advances one point from 74, 
raise the stop order one point.” 

Brokers frequently refuse to accept any re- 
sponsibility in connection with such orders, 
but they are willing to take them at the cli- 
ent’s risk, which means if they should happen 
to be overlooked and not carried out entirely 
according to instructions, they are not to sus- 
tain any losses thereby. Such orders are out 
of the general run, and require special watch- 
ing, but there is no extra commission. 


Stock Averages—Surplus Deposits—Money 
Rates. 


I want to draw a chart of “Dow-Jones” av- 


erages from 1890 to date. Where can I get 
these figures? I also want the surplus depos- 
its and rates of time and call money.—J. P. 

The Dow-Jones Averages in their present 
form were begun in 1896. You can compile 
them by going through the files of the Wall 
Street Journal. You can find these at the 
New York Public Library, and presumably at 
other leading libraries. 

Surplus deposits are computed weekly from 
the “actual” statement of the clearing house 
banks (not including the trust companies) 
and plotted on the chart which appears every 
month on The Outlook department of Tus 
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MAGAZINE OF WALL Street. We imagine this 
would be accurate enough to answer your pur- 
pose. The rates for time and call money 
weekly can conveniently be compiled from 
Henry Hall’s “How Money Is Made in Se- 
curity Investments,” and for more recent dates, 
from the Saturday edition of the New York 
Evening Post. 
Trading in Wheat. 

Which is the better way of trading in 
wheat; on a 5c. margin with a stop loss order 
of say le., or buying on a 10c. margin basis? 
—E. C. 

You cannot successfully use stop loss or- 
ders in trading in wheat unless you are in 
close touch with the market so that you are 
able to analyze technical and speculative con- 
ditions very carefully. Otherwise, we would 
be inclined to advise you to trade only on the 
investment plan. Doubtless 10c. a bushel mar- 
gin would satisfy your broker, and would be 
sufficient for safety in ordinary - markets if 
kept good. You would, however, need a much 
larger capital than this behind your trade in 
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order to be safe in operating on the invest- 
ment plan. 


Vulcan Detinning. 

I. M.—There is always a considerable dif- 
ference between the “bid” and “asked” prices 
of Vulcan Detinning common, because the 
market for it is inactive. When there are few 
orders to buy or sell any stock, it is natural 
that the “bid” price should be considerably 
below the “asked” price. The more orders 
there are in the market for the stock, the 
closer these prices will come together. 


Grain and Cotton. 

Can you recommend a good “cotton, wheat, 
corn and oats” daily newspaper—one that re- 
cords the day’s trading and relative informa- 
tion pertaining thereto?—A. F. 

The Chicago Evening Post, market edition, 
is perhaps the best paper for information on 
wheat, corn, oats and provisions. For cotton 
we suggest the N. Y. Journal of Commerce or 
the N. Y. Commercial. 





Readers frequently ask to be referred to responsible brokerage houses. In making 


such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 
you have any preference in this regard. 

We refer our readers only to such houses as we would consider safe custodians of 
our own funds, but of course can take no further responsibility. 








The Figure Chart 


The following figure chart completes the chart on page 108 of the July, 1910, Macazine 
or WaLL Street, down to date given below. It is based on the daily average closing bid price 
of 20 standard railway stocks, and gives a general view of the course of the market since 
June, 1910: 
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Essential Statistics Boiled Down 


HE figures below give a complete | comparisons for the corresponding month 
view of the financial and industrial (or nearest month obtainable) in each of 
situation, with the best available | the four preceding years. 





Average Average Per Cent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, — Per Capita 
Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National Notional Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
August, 5% 3% 
MY MEINE. 5 os ase ch cas 4% 3% 5. ; ae 
I rs 4 3% ’ 16.2 
August, 4% 3% 26.5 : 17.3* 
. 534 3% 15.5* 
4% 3 . a 18.1* 
3% 3% . . » 19.47 


*June. ft July. 





New Securi- Balance of 
ties Listed Bank i Gold 
N. Y. Stock Clearings G4 Movements 
Exchange of U. Excluding —Imports or 
(000 omitted) (000 omitted) N. Y. City. Exports. (000 omitted) 
(000 omitted) (000 omitted) 
a $17,538 $14,015,295 $6,094,212 Ex. $3,500 Im. $1,332 
13,697,536 5,736,445 Ex. $1,537 Ex. 6,941 
13,069,255 5,553,439 Im. 416 Ex. 9,642 
13,312,852 5,434,185 Im. 9,454 Im. 2,688 
13,469,063 5,149,321 Ex. 13,391 Im. 3,151 
11,083,067 4,464,979 Ex. 1,896 Ex. 16,764 





Gibson’s Bradst’s English Whole- Produc’n Price U.S. Produc- U.S. St’l 
Index Indexof Indexof sale ofIron of tionof Cop- Co. Unfill. 
Cost of Commod- Commod- Price of (Tons.) Copper per (Lbs.) Tonnage 
Living. ity Pcs. ity Pcs. Pig Iron.(0000’td.) (Cents). (000 o’td.) (000 o’td.) 
August, 1912.... 116.1 . 2746 $16.05 i 17.6 ae 
July, 1912....... 1169 5 2705 15.95 2410 17.2 137,161 5,957 
June, 120.4 ‘ 2687 15.55 2,440 17.2 122,315 5,807 
August, ee . 2492 15.34 1,793* 124 112,167* 3,584* 
‘: 1910... 115.7 . 2386 16.22 2,148* 12.5 118,000* 3,970* 
111.4 ‘ 2256 17.62 2,103* 13.0 / 4,057+ 
106.7 . 2190 16.90 1,218* 13.4 3,313T 





Babson’s 
Building Business Crop Conditions. Average 
a Qqenies, ee r — ~ 10Leading 
o e wenty otal inter Spring ) 
Cars. Cities. Liabilities. Wheat. Wheat. ©°™ Cotton. ponac 
August, 1912.. 56,510 Ee eh rete 80.0 -.y 97.0 
. A. ee 64.024 261,15 $16,315,232 73.3 » 81.5 76.5 97.4 
June, 1912.... 86,386 57,545, 15,815,971 74.3 5. Dede. 80.4 97.3 
August, 1911.. 128,09) 10,760,021* 76.8* 59. 696 89.1* 980 
7 1910.. 102,781 43 '314.816* 15,416,767* 8&1.5* ; 79.3 75.5* 969 
= 1909.. 207,004 60,688,000* 8,934,469*  8&2.4* ; 844 71.9* 1018 
" 1908.. 280,986 42,183,000* 18,268,650*  80.6* 82.5 83.0* 68 


* July. 











The Situation Summarized 


[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 
that the same factor may have’a bullish effect in one direction and 
or may be bullish in its immediate influence, hp 
Also, it would be impossible to strike a balance in this way, as one bullish 


the future. 


It should be fully recognized 
i bearish in another, 
t containing dangerous possibilities for 


factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


Crops made fine progress during the lat- 
ter half of July and in August. Winter 
wheat, although a short crop, threshed out 
better than expected. Spring wheat in 
splendid shape and corn not much below 
the average. A good yield of cotton is 
probable, though not equal to last year. 
Other crops—oats, barley, potatoes, flax, 
tobacco, hay, apples—all above the ten- 
year average. 


Public interest in the stock market shows 
some increase for the first time in many 
months. 


Trade conditions improving throughout 
the country, largely as a result of good 
crop outlook. Retailers inclined to buy 
more freely and to replenish their depleted 
shelves moderately. General sentiment 
cheerful. 


Steel and iron business continues very 
active with rising prices. Price levels still 
relatively low, however. United States 
Steel Corporation’s orders on hand con- 
tinue to increase, although record activity 
in production has been maintained through- 
out the summer. 


Bond market showing slightly better 
tone, but demand mostly for semi-specula- 
tive issues. No let-up in public demand 
for high interest returns. 


Foreign interest in our 
shows some increase. 


Copper prices still well maintained, al- 
though some increase in stocks of copper 
on hand now begin to appear, as was to be 
expected after long continued advance in 
price. Renewed strength of copper in the 
ae market has encouraged bulls on this 
side. 

Erie Railroad building 250 miles double 
track on Chicago line. 


Railroad equipment orders large, but car 
shortage this fall is a certainty nevertheless. 


stock market 


Call and time money rates remain easy, 
although a little above last year. Money 
rates in the interior are firmer. Commer- 
cial paper 5 to 5% per cent. against 4 to 
4% per cent. last year. 


Coal business now largest on record. As 
most of the coal bought at this season is for 
industrial purposes, this shows great activity 
, of manufacturing interests. 


Unfavorable 


Corn crop is a few weeks late and might 
be somewhat reduced by early frosts. 


Bank reserves are low considering that 
outward flow of money to move crops 
is just beginning. Total clearinghouse 
surplus (banks and trust companies), 
now $20,000,000 against $35,000,000 a year 
ago and $51,000,000 (banks alone) two years 
ago. However, gold imports probable this 
fall. Amount now due us from abroad on 
balance estimated at $20,000,000 to $25,- 
000,000, as a result of purchases of our short 
term notes and other securities by London. 
Loans to Germany believed to have been now 
cancelled. 


Railroad costs of operation still very high 
and political sentiment unfavorable to 
higher rates, hence net earnings continue 
only moderate. Believed that Eastern en- 
gineers will get some increase of wages as 
result of arbitration. If so, other railway 
labor costs will also be likely to increase 
further. 


Continued large expenditures by govern- 
ments and municipalities, absorbing much 
liquid capital in unreproductive channels. 


Political and tariff uncertainties continue 
to operate against strong revival of public 
confidence. However, business men are 
becoming somewhat hardened to these 
conditions. 


Failures in July were largest since 1908, 
both in number and in liabilities. Total 
failures for 1912 to date rather large in 
number, but not excessive in_ liabilities. 
Small merchants hard pressed ‘in some 
sections. 

New securities continue to be issued in 
very large volume; 1912 to date far largest 
on record. Much refunding. 


Highest grade bonds continue to decline. 
Similar declines shown by all European 
Government securities. 

High cost of living all over the world 
shows no important reduction 

Gold production continues to increase, 
and doubtless is fundamental cause of the 
two preceding items. 

Panama Canal bill shows continued an- 
tagonism of Congress toward corporate in- 
terests and tendency to ill-considered legisla- 
tion, 
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Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 


HE general course of railroad stocks for 

I ten years is shown in cha.t form below. 

The last week given is that ending 
August 17, 1912. 

The diagram also shows, in millions of dol- 
lars, the course of excess deposits and surplus 
reserves of New York clearinghouse banks 
(excluding the trust companies). The zero 
line represents equality of loans and deposits. 

Position of the Market——August 14 the 
average for twenty railway stocks touched 
124.16, and for the twelve industrials 91.78. 
These levels compare with high points for 1911 
of 123.86 and 87.06 respectively. I don’t attach 
much importance to this fact as indicating any- 
thing in regard to the immediate movement of 
prices in the future. “Breaking over” to a new 
high point indicates that conditions have been 
and are bullish, but not necessarily that they 
will continue to be so. 

The active trader undoubtedly gets some 
help from studying the short swings of two 
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Excess Deposits. ----- — Surflus Reserves. 


or three points in the prominent speculative 
stocks. So long as these swings continue to 
record “higher tops” and “higher bottoms,” he 
is perhaps justified in assuming that the gen- 
eral tendency is upward, provided no im- 
portant change in the situation is visible. 
Speculation seems to have a certain amount 
of inertia, so to speak, and once it gets going 
it maintains a sort of headway until a real ob- 
stacle is encountered. But I doubt most seri- 
ously if this principle can be applied with any 
permanent benefit to the broad movements of 
average prices, except as it is taken in con- 
nection with a careful study of investment 
conditions. 

What the new high point of prices does 
show is that the general period from July, 
1910, to date, must be interpreted as a slow and 
halting bull movement, accomplished in the 
face of great difficulties and interrupted, in the 
summer of 1911, by a serious decline, largely 
as a result of foreign selling—but a genuine 
bull swing nevertheless. This fact being ad- 
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mitted, the next point for the long-pull in- 
vestor to consider is, How much farther may 
this movement be reasonably expected to run? 

In a series of articles in this magazine about 
two years ago, entitled “What Makes the 
Market?” I endeavored to show that a pro- 
longed bull movement in stocks always cul- 
minates as a result of withdrawal of funds 
from securities to meet the requirements of 
general business, crop-moving, etc., and point- 
ed out three important indications of such a 
culmination : 

(1) Disappearance of the excess of deposits 
over loans for the New York clearinghouse 
banks. A genuine bull market cannot be long 
maintained after an excess of loans over de- 
posits develops. It must be noted carefully 
that this applies to the statement of banks 
alone, and not the full statement of the clear- 
inghouse, as now composed, which includes a 
number of trust companies also. Statements 
on the new basis have not been continued long 
enough as yet to permit a satisfactory analysis. 
The diagram included herewith shows the 
progress of excess deposits for the banks 
alone from week to week. 

(2) A decline in prices of high-grade bonds, 
which usually precedes the culmination of the 
stock market by a period of six months to 
one year. 

During the present upward movement of 
stock prices, from July, 1910, to date, bonds 
have advanced but little—owing, fundament- 
ally, to the continued increase in the produc- 
tion of gold, which shows itself in rising in- 
terest rates for all forms of secured debts. 
The low price for Babson’s average of ten 
bonds in 1910 was 96.8 for July; and the high 
price since has been 98.6 in fay, 1911—this 
same high point being practically duplicated, 
however, in February, 1912, at 985. Since 
February a steady decline has taken place to 
97.0 in August. 

Owing to the peculiar conditions affecting 
the bond market during this period, too much 
emphasis should not be placed on this de- 
cline in bond prices. The movements of 
bonds have been so insignificant during the 
past two years that it ‘s difficult to draw from 
this source any emphatic indications for the 
future. This much must be said, however, 
that the present condition of the bond market 
does not affotd aid or support to the upward 
movement of stocks. That movement has 
drawn and if continued must draw its inspira- 
tion from other sources. 

(3) The climax of a bull movement is usu- 
ally indicated in a rough way by an advance 
of 2 per cent. in the rate for prime commer- 
cial paper within a period of about six months. 
This higher rate shows a material increase in 
the demand for money for general business 
purposes, which draws capital away from the 
stock market, thus preventing any further ad- 
vance in prices. 

We have not yet had this rise in commer- 
cial paper rates, and up to last June no indi- 
cation of it had appeared. In the last two 
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months the rate has risen from 4 per cent. to 
about 5%. This advance is seasonable, as a 
result of crop-moving requirements, but is 
beginning rather early. Since 1902 the move- 
ment of the rate at this season has been as 
follows: 

Sept. 


June. + al 


ox 
436 
6 


6% 

3% 

43% 

5% 

4% 4% 
eauend 5% 

If a rate of over 6 per cent. is reached this 
fall and maintained, I believe it will have a 
strong tendency to sap the foundations of any 
bull market which may be in progress. 

This applies, of course, to prime commercial 
paper at New York. For example, quotations 
at this writing are 5 to 5% for the best names, 
with scarcely anything doing at 5; hence 5% 
is about a fair quotation for prime paper. Of 
course, many, merchants of good credit are 
paying 6 per cent. 

I have not entered into this discussion of 
the money rate because of any special appre- 
hensions, but merely to show how it may be 
used a rough guide to the fundamental basis 
for a bull market. The call money rate is less 
satisfactory than that for commercial paper, 
in studies of this kind, because it is so strong- 
ly affected by purely stock market operations. 
The commercial paper rate reflects general 
business conditions throughout the whole 
country. 

Attitude of Big Interests.—We are hear- 
ing a good deal now, as nearly always in a 
rising market, about accumulation by Standard 
Oil interests, Morgan, Reed, etc. I believe, 
however, that the genuine investor cannot do 
better than to shut his mind to considerations 
of this character. We never know whether 
such accumulations are for a long pull or 
merely for a speculative turn, and while it may 
be possible to be fairly sure at times that ac- 
cumulation is being carried on for some strong 
interest, it requires very close observation and 
unusual speculative sagacity to discover when 
the accumulated stocks are being sold again. 
There is a very radical difference between 
active trading and “investment for profit.” 
Many a man comes to grief because he tries to 
ride both horses at once. 

It is especially desirable to avoid being in- 
fluenced by the argument, heard in every bull 
campaign, that although prices are now prob- 
ably high enough, large interests still have the 
stocks and must of necessity put the market 
higher in order to get out. In such cases prices 
may advance further or they may not, but 
whichever they do the operator may rest as- 
sured that the above line of argument is a 
delusion and a snare. 





